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cut overheating
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Pinault lays down $121m for his favourite wine

. : “v-neu ior iarnng m
impose order on a chaotic financial sector

^wspaper Hong Kongported that Zfau Rongji, senior vice-premier,

252LS”*£?**** extended to include
supervision of the People’s Bank, with the task
of enforcing tougher credit curbs. Page 4

Pound rises as German rate
cut speculation increases
institutional buying especially from Japanese
P’S?* the pound yesterday to DM2L555
its highest level against the D-Mark since last
September’s devaluation. Profit-taking later
brought it down to a close in London of DM&545,
unchanged from Tuesday night Against the dollar
the pound fell back by nearly 1 cent, dosing at
$1.4835. The D-Mark was weakened by speculation
that the Bundesbank might cut interest rates
at today's council meeting after the Bonn coali-
tion s DM25bn ($14.7bn) savings package was
hailed yesterday as a signal for the cutting of
key rates. Page 2

tevemw optintl&llcs Britain has the potential
for an economic recovery that could continue
through the rest of this decade, according to Eddie
George, the new governor of the Bank ofEngland.
Page 18; Steady hand at the helm* Page 17

Trad® accord Mocked: US-Mexican relations
were jeopardised after a US federal Qourt ruling
which effectively blocks approval of the North
American Free Trade Agreement this year. Page 18

EC promises nothing but the truth
Information provided
by the European Com-
mission will from now
on consist of “the truth,

the whole truth, and
nothing but the truth”

.

pledged Joao de Deus
Pinheiro (left), commis-
sioner for internal

political relations,

anwnnnrfaig RhikrcIw’

new strategy of open-

ness. The measure
is intended to dean up tin imagn of the EC in.

genera] and the CoBaiw'onJB pwticnkr. fagpz

Throat to PnwVadaitohlradon: Greece’s
former foreign minister, Antonis Samaras, launched
a new political party* throwing the stability of
prime minister Constantine Mitsotakis’s govern-

ment into doubt. .

IMF loan to ftnsata: The International Monetary
Fund is doe today to approve a new $1.5bn loan

to Russia after extracting farther market reform
steps from the Russian authorities. Page 3; Call

for 'trade not aid’ treatment, Page 4

Nuclear test ban set to stay: President

Bill Clinton is expected to extend the US morato-
rium on nuclear testing, bowing to opposition
from Congress to any further such tests. Page
5; Uranium process goes independent. Page 5

Anti-terror cordon: An anti-terrorist security

cordon is to be enforced around the City, London’s
financial quarter, in a bid to frustrate bomb threats

,

in the capital Page 8

Rohm, Japanese semiconductor maker, said

its US subsidiary would claim royalties from
Intel, world's largest chlpntaker.and other leading

manufacturers of “flash memory

"

chips, following

a court ruling reaffirming a Rohm patent Page 80

Bosnian Croat caH-up ordered: Bosnian

Croat commanders ordered a general mobilisation

as their troops tried to push back Moslem forces

fromMostar. Page 3; UN poised to extend peace-
' keeping operations. Page 8

Strong man set to take over Surat

Hosseinov, the man whose private army forced

-the elected president of Azerbaijan to flee his

post, was named prime minister and “supreme

commander” of the Caucasian republic. Page 3

Fotruzzi Rnanadarfa, the Italian holding

ocHBsany saddled with total borrowings of over

Lnflootm ($20.16bn). is expected to launch a Mg
rights issue to recapitalise its shaky finances

after a special shareholders’ meeting planned

torAugust 31. Page 19

Tfeiraudster Jailed: Michael Hunt, the

• managing director of Nissan UK. the former West

Sussex-based car importer, was jailed for eight

years for his part in Britain's largest ever tax

By Alice Rawsthom In Paris and
Phffip Rawstome in London

MR Francois Pinault, the ambitious
French industrialist, has bought
Chateau Latour, one of the grandest of
Bordeaux’s grands crus, from
AHied-Lyons, the UK food and drinks
group, for FFr690m ($iZLm).
The deal returns the vineyard to

French ownership after 30 years in Brit-
ish hands. It fits neatly into Mr Pinaulfs
ambitions to endear himself to the
French business establishment.

He made the acquisition through
Artemis, the company through which
his family controls the Pinault-Prin-
temps retailing group. Artemis also has
a numbs- of industrial investments and
substantial junk bond portfolio bought
late last year from Credit Lyonnais, the
French banking group which is one of
Pinauit-Prinlemps’ main advisers.

Mr Pinault 56, regards the purchase
as “a good, long-term investment”, an
aide said yesterday. “Besides, it’s his
favourite wine. What better reason could
there be for buying it?” she added.

He is one of the new breed of French
entrepreneurs including Mr Bernard
Arnault chairman of the LVMH luxury
goods -grow, and Mr Bernard Tapie, the
flamboyant businessman and politician,

who came to the fore in the late 1380s by
importing Anglo-Saxon corporate tactics

into the staid work! of French industry.

Outside his business interests Mr
Pinault has styled himself as a patron of
the arts, recently commissioning a huge
sculpture for his country home from Mr
Richard Serra, the avant garde US artist

The Pinault group expanded rapidly in

the 1960s, from its original base as a
small Breton-based timber business, into

one of the leading operators in French
retailing with turnover of FFrTObn last

year.

Mr Pinaulfs deals culminated 18
months ago with a FFr5^bn partial bid

for An Printemps, one of France’s most
famous department store chains. The bid
provoked a protest from Au Printemps'

minority shareholders and sparked an
official review of French takeover law.
Mr Pinault won the bid, but Pinault-

Printemps has since been burdened by

heavy debts, estimated at around
FFrl9bn. It has since been trying to

raise capital by selling assets and
peripheral businesses, including the
Pinault family's old timber interests.

Chfiteau-Latour - once described by

Mr Michael Jackaman, AUled-Lyons’
chairman, as the “ultimate brand” - was
put on the market late last year. The
decision reflected a change in manage-
ment strategy after the UK group's

Continued on Page 18

Move on Quantum marks conglomerate’s return to acquisition trail

Hanson launches

$3.2bn bid for US
chemicals group
By Maggie Urry in London

HANSON, the Anglo-American
conglomerate, yesterday
launched an agreed $3.2bn bid for

Quantum Chemical Corporation

of the US. The price includes

8720m for Quantum's share capi-

tal plus the assumption of Quan-
tum’s $25bn of debt
Quantum, formed in 1987 from

National Distillers & Chemical
after it sold its wine and liquor

business, and refinanced with
heavy borrowings in 1988, is the

leading US manufacturer of poly-

ethylene, a plastic used in pack-

aging, and products such as toys

and automotive components. It is

-the second-largest reta3 supplier

I
of propane gas.

The bid marks Hansen’s return

.to the acquisition trail after its

failed £780m bid for Ranks Hovis
McDougall, the UK food com-
pany. launched in October. Han-
son was beaten when rival UK
conglomerate Tomkins topped its

offer. It also follows Hanson’s
purchase of a 2.8 per emit stake

in Imperial Chemical Industries

in 1991 which, despite fierce spec-

ulation, never led to a bid.

It illustrates the changing style

of Hanson’s acquisitions. Lord
Hanson, chairman, said: “Han-
son’s objective for the 1990s is to

build up its major businesses,

while being prepared to make
major acquisitions when the

Lex Page 18

Hanson’s gamble Page 19

Restructuring call Page 28

opportunity presents itself Quan-
tum fits this perfectly.”

Mr Derek Bonham, Hanson's
chief executive, said he expected

the acquisition would maWp “a

positive contribution to Hanson
earnings in 1993-94.”

Quantum's profits have
stumped in recent years as over-

capacity has hit polyethylene
prices- Lord Hanson said the deal

had been struck “near the bottom
of this iadosbys eyrie”.

Mr David Clarke, chief execu-

tive officer of Hanson Industries,

the conglomerate's US arm, said

a small increase in prices would
have a large impact on profits.

He said it was this kind of **earn-

ings leverage we at Hanson strive

to look fori
1

. In 1988, the peak of

the last cycle. Quantum’s operat-

ing income was 8759.8m, fait in
1992 this fell to $61.4m. Quantum
has also been burdened with
heavy debt. Interest charges have
pushed Quantum into losses to

1991 and 1992 and it has a bal-

ance sheet deficit of $47Llm.
Hanson is offering 1.176 of its

ADRs, which each represent five

ordinary shares, for each Quan-
tum share. That values the tar-

Date fixed to end
passport controls

within most of EC
By Andrew HS in Madrid

NINE MEMBERS of the
European Community agreed
yesterday to abolish formal pass-

port controls at all internal fron-

tiers by December 1.

From that date, travellers

between Germany, France, Italy,

Spain, Portugal, Greece and the

Benelux countries will be able to

pass freely across Internal bor-

ders, Including ports and air-

ports.

Travellers from Britain, Ireland

pnfl Denmark mil stm be subject

to the same immigration checks

as other international travellers

arriving to the free-travel zone.

The deal, if it can be put into

effect, will put pressure on
Britain - which strongly opposes

removing aQ passport checks -

Ireland and Denmark to speed up

their efforts to reduce controls.

Meeting to Madrid, ministers

from the nine signatories of the

Schengen free-travel accord

agreed to give practical effect to

the EC’s aim of free movement of

people. Politically, it has .proved

the most sensitive aspect of the

stogie European market, which

already allows free movement of

most goods, services and capital

within the EC.
The Schengen group is named

after the Luxembourg town

where a regional agreement to

open frontiers was reached in

1985.

Mr Carlos Westendorp, the
Spanish EC affairs minister, who
chaired yesterday's meeting, said

the deal was “good news for

Europe at exactly the moment
when we need some good news”.
Yesterday's political declara-

tion is subject, however, to of

conditions, insisted on by the
new centre-right French govern-

ment, which is still worried
about the risks involved to allow-

ing free movement of people.

In addition, certain large EC
airports - including those serv-

ing Amsterdam and Brussels -

will be given time to adapt their

infrastructure to the new system,

which win require splitting immi-
gration and baggage-handling
facilities for passengers from
Schengen and non-Schengen
countries.

The delay means that some
controls may be retained beyond

December 1.

A special Schengen committee

will have to decide to .October

whether there has been sufficient

progress to three key areas to

justify opening all internal bor-

ders: improved checks on people

coming from outside the free

travel zone; and action against

drug trafficking.

CONTENTS

anpcaifen M UM*rPfl0»-

1 * M—HM—

-

J mw
ArraffeanNcwB 5 Mara0amart_

Worid Trade News * Otaaiwr.

UKNew 1S Technolo®r—
10 Ma-. "r

-
Wganv 18 IV and Radio —
i_ 18 GroewrtKl

Lia UK?—
_e Jr& Cap litis _
_i7 Hi. Comma.
.10 MM*
.15 GornnodSee—
.15 FT Acaaries—

Rnfp Eutagec 40 London St

Grid Marie* 82

EqutyOpfcns 22 WalStMt
Int RnnrfSiwJnn- »
Msreged Ftnds 3840 Bosses

Money Martas 40

MfittBues 23 SarngM

Stm Msmedon _34£&44
FT Vtorid Actuates 44 Tiaffan* Opaona 23 Gaman barking

I.-*- v ;\ V-.. -v

••

•/ ;

get’s equity at $20 a share or at

$720m in all The share offer

would add 4 per cent to Hanson’s
share capital.

Quantum's management has
agreed not to solicit a rival offer,

nor to accept such a bid unless

their fiduciary duties require

them to do so.

Quantum is paying interest

rates of more than 10 per cent on
its debt while Hanson pays about

5 per cent on its US borrowings.

Hanson could thus save $125m a
year in interest charges alone.

Hanson also plans to continue
cost-cutting programmes already

instituted.
Tianjin hopes to complete the

deal by September SO, its finan-

cial year sad. If it goes through
un these terms, Hanson's net
debt would rise to about 80 per
cent of shareholders' funds, Mr
Bonham said, to part because
there would be a significant good-

will writeoff associated with the

purchase. At the end of the 1992

financial year Hanson's gearing
was 18 per cent.

Stockbrokers likened the bid to

Hanson's purchase of Beazer, the

UK-US building company, to

December 1991. That too was
highly geared and offered scope
for cost cutting.

Hanson shares responded with
a 4p rise to a London dose of

226%p. Quantum’s shares rose

from $12% to $19 at midday.

EC pension

directive

scrapped
;

By Nonna Cohen in London

A LONG-AWAITED EC directive
i liberalising pension fund invest-

ment has to effect been scrapped
because some member states

|

believed it went too far towards
,

encouraging Investment outside

their home markets.

The directive’s key elements
i

were rules barring countries
from requiring pension funds to

hold a minimum of their invest-

ments to certain asset categories

and allowing up to 40 per cent of

assets to be invested in non-do-

mestic currencies.

At a meeting on June 14 of the

Internal Market Council of the
EC, at which the draft directive

was scheduled for approval,

members voted to refer the entire

matter back to a working party

where it hoped a compromise
could be reached on its most con-

troversial elements.

"There is a general agreement
bunding up at the Commission
that this tart is an unhappy one”,

said Mr Koen de Ryck, perma-

nent representative of the Euro-

pean Federation of Retired Per-

sons, a trade association .for

Europe's pension funds industry.

The directive had also

attracted the opposition of the

UK fund management industry

which believed that the currency

Continued oil Page 18
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Lord Hanson expects Quantum Chemical to make a positive

contribution to Hanson’s earnings in 1993-94

Agnelli

confirms

Fiat paid
political

bribes
By Robert Graham In Turin

MR Giovanni Agnelli, the
chairman of Flat, yesterday con-

firmed for the first time in public
that Italy’s largest private group
bad paid LSObn ($32Jim) in bribes

to politicians and their intermedi-

aries over the past 10 years.

He was also forced to defend
the conduct of Fiat in paying
bribes before a marathon five-

hour annual meeting of the
group and at a subsequent press
conference.

Mr Agnelli also disclosed that
Fiat planned to raise up to

L3,000bn this year to asset sales

to offset the cost of rising debt
and the prospect of a 1993 operat-

ing loss close to Ll.OOOhn.

The details of the bribes are to

the as yet unpublished accounts,

but Mr Agnelli assured share-
holders; “The total amount paid

out in (iUicitj contributions to

political parties over a decade by
the managers of Fiat group com-
panies involved have had no sig-

nificant repercussions on the
profits of the group in any one
year.”

Mr Agnelli said there was no
case of accounts having been fal-

sified because the amounts were
minimal in relation to assets,

although some accounting adjust-

ments had been made.
But he insisted “at consoli-

dated level, we feel that- the
amount of these payments to no

Continued on Page 18
Agnelli maps out route for

disposals. Page 20
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Shocking words upset the EC’s oldest family
By Quentin Peel hi Bonn and

Christopher Partes

in Frankfurt

TestinghmeslorFraneq^TOft^fe

BARELY 10 days ago, on the

eve of the EC summit In

Copenhagen, shocking words

were spoken in a remote com-

mittee room of the German
Bundestag.

“Maastricht is dead," was

one of the more dramatic

expressions. “Social cohesion,"

alias trade protectionism, was

trumpeted as the answer to

Europe’s economic misery. The
negotiations for liberalisation

of the Gatt were denounced as

dangerous, irrelevant and
unnecessary.

The perpetrators of these

heresies, for that is how they

sounded in the German parlia-

ment. were not German parlia-

mentarians. but a dozen lead-

ing French deputies. The
vehemence of their attack took

their German hosts by sur-

prise.

The mood in Paris is cer-

tainly causing some concern in
Bonn, just as the contrary is

no doubt true, that Germany is

obsessed with its internal prob-

lems of unification. There is

tension on the age-old issue of

free trade versus protection-

ism; there is tension over mon-
etary policy, and the determi-

t Ti
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nation of the Bundesbank to

cut its high interest rates at a
tortoise-like pace; there are

dear disagreements over pol-

icy towards the former Yugo-
slavia, with Bonn's frustration

at its powerlessness
self-evident

And yet, in spite of it all, the

Franco-German relationship

remains, apparently unper-
turbed, if just a little anxious.

“There are problems like this

in every family." says an offi-

cial of the German Bundes-
bank.
The official in question was

referring to the latest spat

between Paris and Bonn
sparked by Mr Edmond
Alphanddry, the French eco-

nomics minister. Whether
under the influence of post-

electoral euphoria, prompted
by bare-faced cheek, or demon-
strating a remarkable igno-

rance of German sensitivities,

he announced in a radio broad-

cast on Thursday that he had
summoned Mr Theo Waigel,

bis Herman counterpart, and
Mr Helmut Schlesinger. the

president of the Bundesbank,

to a meeting in Paris the fol-

lowing day. His purpose was to

give the pair a good dressing-

down on Germany’s high inter-

est rates, and set the guide-

lines far proper co-ordination

of Franco-German monetary
policy, he suggested.

When Mr Waigel promptly

cancelled the meeting-

a

rou-

tine session of the Franco-Ger-

man economic and finance

council - there was scarcely

any surprise in Bonn. For Mr
Alphandfery had dared to

intrude on the sacred indepen-

dence of the Bundesbank, and
suggest that it could be sub-

jected to political pressure. Mr

Waigel dared not be seen as a
co-conspirator.

At the highest levels in

Bonn, there is understanding

for Mr Alphand&ry’s dilemma.
“The French government has

to survive an extraordinarily

difficult first six months,”
according to one well-placed

official.

“The popular pressures for

protectionism, and abandon-
ment of the franc fort, are very

reaL But ifMr Balladur can get

through the first six months, I

Qwik relations will be back on
an even keel”

There is also nervousness.
“Each of these problems indi-

vidually is manageable,"
according to a parliamentary

foreign affairs specialist “If

they all come up together, then

it wifi be difficult”

Yet there may be less sympa-
thy in the country at large

is the isos tu uauwes. France
*B®1 88 the prime mover

behind another- example of EC
protectionism, which thM
to force op the price of Ger-
many’s cheap banana imports
from Latin America by almost
100 per cent, in Qrtar.toferour
expensive fruit from. French
territories.

.

.

“It Is to the Frenchwe owe
these expensive bananas."
according to Ms Angefika Vaiie
at the German foreign

.
policy

institute.

"Ihat is one issue msHgg
public opinion in Germany less
positive than that cf the politi-
cal leadership.

.

“The relationship, has
became less active, and more
reactive.

“We still have to go along
with them, but because there
is no alternative,0 Ms VOUe
said.

Pique in Paris as Germans refuse to cross the Rhine
By David Buchan In Parte

“BEYOND the turbulences of the moment,
which are inevitable, the French-German
relationship will keep the depth and the
permanence which are necessary for both

Europe -and France.” This was the rather

portentous way in which Mr Alain Juppd,

France's foreign minister, sought yester-

day in the National Assembly to soothe
anxious questioners about the currently

shaky state of the Paris-Bonn axis.

Independent French experts on rela-

tions across the Rhine concur In the basic

solidity of the alliance. Ms Anne-Marie Le

Gloannec of the Centre d’Etudes et

Recherches Internationales pointed out

yesterday that France and Germany have
successfully weathered previous hiccups

In their relationship, notably the initial

hostile reaction of many French politi-

cians in 198&-90 to the prospect of German
unification. But there is dear concern in

France at - the proliferating pinpricks
between Paris and Bonn. “They should

not be dramatised, but neither should
they be underestimated,” said Mr Jnppd
yesterday. “None of the disagreements are

about anything as spectacular as German
rniifjcatinn, but the fact that they are so

numerous, ranging from monetary policy

and Gatt to bananas and waste recycling,

makes them harder to manage.” com-
mented Ms Le Gloannec.
They are compounded by the fact that

the new Balladur government is proving

more assertive of French interests than its

socialist predecessor. Mr Edmond Alphan-

d&ry, the economy minister, carried fids

too for last week by appearing to summon
his German opposite numbers to Paris for

talks on “concerted” interest rate cuts.

while at the same time claiming that an
increasing number of countries seemed to

be looking to the Bank of France rather
than the Bundesbank for the lead in low-

ering the cost of money in Europe.

Not surprisingly, the Germans refused

to cross the Rhine last week. But the view
in Mr Alphanddry’s own ministry is that

their minister’s gaffe does not change
"the fundamentals” which remain in
France’s favour. These are that France

has lower inflation, and less depressing

prospects for growth and for budget defi-

cits, than Germany’s. Therefore, France,

like the Netherlands, wi11 be able to keep
its short- and medium-term interest rates

below those of Germany, and may be able

to cot rates a little bit more, indepen-

dently of whatever the Bundesbank does.

Virtually every minister in the Balladur
government believes, or hopes, this will

eventually bring recovery in France. The
one exception is Mr Alain Madelin, the

minister in charge of small business, who
in an interview yesterday complained that

“the franc’s link to the D-Mark imposes a
floor on French short-term rates, which
can no longer drop significantly below

German rates, as France's sUoatioa
demands”. But the maverick Mr
did not go as for as urging publicly any
change in the frane/D-Mark parity.

Mr Bafiadnr has not yet struck any
close relationship with Chancellor Kohl,
whose relationship with President Mitter-
rand remains closer. It has therefore

become essential for the French prime
minister that his “cohabitation" with Mr
Mitterrand stay as smooth as possible. He
is banking strongly on Mr Mitterrand
using ins influence with Mr Kohl, both at

the Tokyo summit next week and later.

Bundesbank given rates signal
By Christopher Parfces in

Frankfirt

THE Bonn coalition's DM25bn
(£9.8bn) savings package was
widely hailed yesterday as a
signal for the Bundesbank to

resume cutting key interest

rates - but there was no agree-

ment on when the fust move
would come.
Today’s meeting of the cen-

tral bank’s policy-making
council in Leipzig was consid-

ered too eflriy by Mr RQdiger
Pohl, a member of the govern-

ment’s council of economic
advisers.

He believed the bank might
delay action until the political

fate of the contentious pack-
age, based on cuts in social

spending, was clearer.

Financial market traders

were also sceptical, even
though the bank early yester-

day gave a further downward

nudge to the securities repur-

chase rate, at which it supplies

markets with wholesale funds.

A cut from 7.59 to 7.58 per
cent - the smallest possi-

ble - had been expected and
gave*nojrrQandS-.for immedi-
ate optimism, one' trader said.

.However, as several obsess -r»

pointed ont, after tod4,*‘s

meeting only two more council

sessions are scheduled before

the farig summertteak-
strains In the economy

alone pointed to the need for

some encouragement from the

central bank sometime this

month.
Despite the Bundesbank’s

repeated attempts to talk up
the state of the economy, calls

are increasing from industry

for further rates relief. Mr Tyll

Necker, president of the BD1
federal industry confederation,

said earlier this week that the

end of the slump had not been

reached and all indicators

were still pointing down-
wards.
Private sector economists

have this week downgraded
their forecasts and now expect

- the west German economy to

shrink by up to 3 per cent in

-. 1993. The government, too,

wants some help to divert far-

ther criticism of German fiscal

laxity and monetary rigidity'

expected at next month’s sum-
mit of the Group of Seven
leading industrial nations In

Tokyo. Chancellor Helmut
Kohl would draw attention to

the deficit-redaction package
at the talks, Mr Dieter Vogel,

the official government
spokesman, stud.

The planned cots would help

pnt an end to uncertainty
about the stability of the
D-Mark, he added, and create

conditions for further rate
cuts. Reductions in social sup-

ports would make them a less

attractive alternative to work-
ing. Deutsche Bank, with espe-

cially close links to industry,

was among the more bullish

proponents of hnwiedlate cuts.

Mr Axel Siedenberg, an econo-

mist in the bank’s research
division, said he expected at

least a quarter-point reduction

today in the 7.25 per cent dis-

count and the 8.50 per cent

Lombard rates.

He pointed to the expected
return of monetary growth to

the Bundesbank’s target

range, a farther easing of
innation

j
ami continuing faTIa

in import prices.

Although import prices in

May fell 0.3 per cent to stand
3.6 per cent lower than a year
earlier, other economists
pointed out that the recent

rise of the dollar against the

D-Mark would quickly push
them np again.

Germany defends true symbol of unification

‘Ja
5 we have cheap bananas

By Quentin Peel in Bonn

IF THERE Is one true symbol
of German unification it

should be the beloved banana,
they say in the Berlin back-

streets.

When east Germany left the

grim, fruit-free world of Com-
munist rule and joined the
bulging materialism of its

western sister state, the most
extraordinary change name in

the consumption of bananas.

East Germans proceeded to

celebrate their new-found free-

dom by devouring no less than
26kg per head per year, way
over the EC average of 11kg
per head.

With imports running at

2.4m tonnes a year, Germany is

now by for the largest banana-
eating nation in the industria-

lised world. Which Is precisely

why the new European Com-
munity regime to curb cheap
imports of so-called “dollar

bananas" from Latin America,

and favour the dearer and
humbler products of the Carib-

bean and Africa, is a subject of

national outrage.

Stickers abound in car wind-

screens and shop windows,
urging fellow citizens in Gothic
script to be patriotic and “eat

German bananas".

The decision on Tuesday by
the European court of justice

to reject the German govern-

ment plea for an injunction to

stop the new banana import
regime is therefore a new blow
to Germany’s traditional loy-

alty to the EC.
It comes on the eve of the

oral hearing in Germany’s own
constitutional court in Karls-

ruhe on whether the Maas-

tricht treaty on European
union is compatible with the
German constitution. Some
would see it as an ominous
reminder that when a real Ger-

man issue is at stake, devotion
to the cause of European inte-

gration evaporates.

They point to the famous
battle over the German Rein-

heitsgebot, which demands
that all beer brewed in Ger-

many be free from all artificial

additives.

And at the heart of the oppo-

sition to Maastricht is the ordi-

nary German’s devotion to his

D-Mark. The Karlsruhe court is

unlikely to decide on Maas-,

tricht before September. Few
Germans will understand the

legal niceties. But they all

understand the threat to their

money, their beer, and their

bananas.

Brussels unveils its policy of glasnost
By David Gardner in Brussels

INFORMATION provided- by
the European Commission will

from now on consist of “the

truth, the whole truth, and
nothing but the truth", pledged
Mr Joao de Deus Pinheird,
commissioner for internal
political relations, announcing
Brussels’ long-awaited new
strategy of openness.

He hailed the new policy as
"a milestone*' and “a demo-
cratic approach", after which
the Commission would present
information to the public and

the media on demand, speedily

and without “techno-babble",.
The measure is intended to

clean up the image of the EC
in general, and of the Com mis-

sion in particular.

All Commission documents
would eventually be made
available, he safd, once a sys-

tem had been put in place to

“distinguish between those
which are and aren't" official

policy. Draft documents, which
reveal the preliminary policy

thinking of the EC’s quasi-ex-

ecutive, should also be open to

scrutiny. Mindful of the contro-

versy within the Commission
over opening up its workings
to public view, Mr Pinhelro
warned that “the new policy,

wifi only work if it is identified

with by everybody”.

The commissioners them-

.

selves, some of whom are
rarely if ever seen in public,

would come forward much
more regularly to give an
account of their work, Mr Pin-

heiro said. “It’s important that
there should be full disclosure

of the Commission’s views."

“People want mote informa-

tion, better explanations and a

faster service.” says the docu-

ment approved by Brussels
‘ yesterday. “What they, do not
want are propaganda, and
platitudes."

Throughout the Commission
departments there will now be
an official designated to pro-

vide information requested by
the public and the press. A
small strategy group will moni-
tor the overall political coher-

ence of Commission informa-
tion, while a steering
committee based on its infor-

mation directorate will exam-
ine whether information Is

meeting the specific needs of

those seeking it

In addition, feedback, should
come from an external users'

advisory council, made up of
business, trade unions, the pro-

fessions, civic groups and the

press.

Although the Commission
has now made its move, the
Community’s council*of minis-

ters has still to maijp np its

mind on the.possibility of free-

dom of Information rules,

allowing the public access to

all EC documents on the US or
Scandinavian model.

Greek government’s

stability in doubt
By Kerin Hope in Athens

GREECE’S former foreign
minister, Mr Antonis Samaras,

yesterday launched a new
political party, throwing- the
stability of toe government of
the prime minister, Mr Con-
stantme Mitsotakis, iqto doubt
'Announcing the foundation

of “Political Spring", Mr Sama-
ras called for a fresh approach,
but avoided outlining specific

policies. He has stressed that

he does not want to bring

down the government How-
ever, the resignation' earlier

this week of fib* Yannls Aver-
’
off, a prominent backbencher

in the ruling New Democracy*

. party, could presage the depar-

ture of other personalities,
matring it increasingly difficult

for Mr Mitsotakis to govern
effectively. His authority has

been eroded recently by accu-

sations that he was involved in

an illegal phone-tapping opera-

tion now being investigated by
judicial authorities.

Baton passes to country that actually likes EG
HtJO MEm Tffcy Toot B/jrEV .SINGLE)
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Deutsche
Telekom
plan _

approved
By Arlans GeniMki Bonn

GERMANY’S main
parliamentary groups have

.given the go-ahead to the plan

which wifi pave the way for

the eventual privatisation of

Deutsche Telekom, the state-

owned telecommunication

monopoly. .

’

However, the plan was critic-

ised by the Goman chamber of

commerce and industry, which

yesterday said that creating a
state-controlled holding com-

pany would binder the interna-

tional competitiveness of Deut-

sche Telekom.

The German industry federa-

tion was critical, too. Mr Tyll

Necker, its president, said “toe

ability of Deutsche Telekom to

go to the stock market will not

be secured under the present

privatisation plan”.

In an internal vote, toe par-

liamentary groups of both the

governing parties and the

opposition Social Democrats

voted for a government plan

which will allow Deutsche

Telekom to start selling shares

on the stock exchange as early

-as .the middle of 1996.

The plan foresees-the cre-

ation’ of three separate

By Lionel Barber In Brussels

‘COPV OF THE A^MST&lCftT TpEATV? O NE IS a flesh-pumping
Flemish Christian
Democrat with a pas-

sion for football; the other is a
high-brow Flemish Socialist
who conducts orchestras in his

spare time. Meet Mr Jean-Lnc
Debaene, Belgium’s prime
minister, and Mr Willy Claes,

Belgium’s foreign * minister,

two newcomers on the Euro-
pean scene who wifi be run-
ning the European Community
for the next six months.
Today Belgium takes over

the rotating EC presidency
from Denmark. Hr Dahaene
and Mr Claes can barely dis-

guise their satisfaction. After

the niggling nationalism of
the previous British and Dan-
ish presidencies, federalist-

minded Belgium is pressing
for a return to Community
orthodoxy. “We need more
Europe, not less Europe,” says

Mr Dehaene.
Beyond toe slogan lie two

goals; to restore toe authority

of toe European Commission

as policy-motor and arbiter

between the 12 member states;

and to apply the provisions of
the Maastricht treaty, assum-
ing, of coarse, that it survives
toe final stage of ratification

in toe UK and a legal chal-

lenge in Germany.
Neither task will be easy.

The mood in toe Community
remains sour, best captured by
tensions between France and
Germany over trade and inters

est rates. Unemployment in
the EC will pass the 18m mark
by toe end of the year. The EC
remains becalmed.
Yet the pressure Is on the

Belgians as a founder member
of the EC to end the drift

which began, just over a year
ago, when Danish voters nar-

rowly. voted to reject Maas-
tricht The stakes are high: toe
next three EC presidencies -

Greece, Germany and France -

all face election campaigns in

the next 16 months in which
support for Maastricht could

be a liability.

Viscount Etienne. Davignon,
chairman of the conglomerate
Soctett Gdnfrale de Belgique,

argues that credible progress

toward monetary union must
be made during the Belgian
presidency. The challenge is to
formulate a deal on the site of
the new European Monetary
Institute, the precursor of the
European central bank, which
wifi supervise operation of the
putative single European cur-

rency. Belgium is a great
enthusiast for toe single cur-

rency, -but its credibility as a
member of the “hard core”
currency bloc buDt around toe

D-Mark took a knock recently.

Mr Philippe Maystadt,
finance minister, suggested
that the Maastricht criteria for

reducing budget deficits might
have to be relaxed if'the reces-

sion continued well into 1994.

Mr Maystadt subsequently
said he had been misquoted,
but the impression of waver-
ing lingered.

Belgium also wants to make
Maastricht's provisions for a
common EC foreign and secu-

rity policy work. This may
Seem remote after tire disarray
over former Yugoslavia; but
Belgium is looking for less

controversial areas where the

12 can agree to “joint actions”.

An important behind-the-
scenes figure over the next six

months will be Philippe de
Schoutheete de Tervarent, Bel-

gian’s veteran ambassador to

the EC and an expert in toe
foreign policy provisions of
the treaty. Hie is a believer in

process as much as concrete
action.

“The Belgians are playing a
long game,” says one EC diplo-

mat. “They want to encourage

the correct habits.”

By contrast, toe British and
Danish presidencies are seen

as having Introduced bad
habits. Their enthusiasm for

speedy enlargement of the EC
to include Austria, Finland,

Norway and Sweden by 1995 is

not shared in Brussels; nor is

the Danish push for more tele-

vised ministerial meetings.
Five-minute sound-bites on
camera are not toe best way to

restore EC credibility, says Mr
Claes.

On the positive side, Den-
mark succeeded in liberalising

toe EC road haulage market,
as well as presiding over toe

acceleration of the economic
and political integration of

central and eastern Europe
into the EC, which included

more generous market access

sche Telekom, the postal ser-

vice and the postal bank.

These would operate under a

state holding company.

The holding company would

retain a. 50 per cant stake in

Deutsche Telekom as long as

the latter has a monopoly in

basic telephone services and

fines. The majority stake

would be relinquished once the

European telecoms market ts

opened up in 1998, as recently

agreed by the EC.

Bat too often its ambitions

were overshadowed by the

imperative of securing a Yes

In toe second referendum at

the end of May and a quaint

nationalism..No doubtsEC dip-

lomats will be relieved that

the question of whether to fly

the Danish flag outside toe

White House will
,
not domi-

nate planning for an EC-US
summit; on the other hand,

they may miss the way In

which toe Queen of Denmark
could throw EC protocol to toe

wind by issuing an Invitation

to Mr Boris Yeltsin in the mid-

dle of planning for an EC-&QS-
sia summit

’

At toe very least, they most
hope that Belgium's fragile

coalition government will last

longer than the Danish coali-

tion last January. Two weeks
Into the presidency it fen vic-

tim to a scandal over toe treat-

ment of Tamil refugees.
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NEWS: EUROPE
Moslem gains prompt mobilisation

Bosnian Croat army
issues general call-up
Bj, Laura Sifter in Zagreb

: BOSNIAN Croat commanders
yesterday ordered a general

: mobilisation as their troops
'•‘ tried to push back Moslem

forces from Mostar, southwes-
tern Bosnia-Hereegovina.

’

'/.Mr Jadranko Prlic, prime
. \ ihiiuster of the self-styled

Crrat state of Herceg-Bosnia,
yesterday ordered Bosnian
Croat men between, the ages of
18 and 60 to report for raililary
duty within 24 hours.
.'^We have big problems with
them [the Moslems] around
Mostar. But otherwise I think

• we have enough men." Mr
/'EeUc said yesterday in a tele-

phone interview. Moslems out-
number Croats, who comprised
17 per cent of Bosnia's pre-war

• population of 4.3m. But Croat
forces are better armed and
have been bolstered by rein-

. forcements from Croatia.
Bosnian and Croatian radio

yesterday reported heavy fight-

ing in Mostar, on the Neretva
" river. Recent attempts by the

Croats to seize control of Mos-
tar have reduced to rubble the
regional capital of southwes-
tern Bosnia-Hereegovina,
already heavily damaged last

year by Yugoslav army shell-

tog.

Sarajevo radio reported that
some 30,000 Moslems were

^^LF001*11m P0*8*1 1851 right to approve
nnHI September 30, of peacekeeping

;KS*
tSoi“ to former Yugoslav republics. Croatia, where

25 UN soldiers have been killed and 246 others wounded,
nad wanted only a one-month extension while a broader
enforcement mandate to deal with Serb attacks might be
negotiated, writes Michael Littlejohns in New York.
But Hr Boutros Boutros Ghali, the secretary general, advised
the council that this was not practicable, also rejecting “for
the moment" the option of withdrawing UN peacekeepers
entirely from Croatia. Earlier, the council HbH rejected a
resolution to lift the arms embargo against the Bosnian
Moslems. The US backed the measure, parting company
with Britain, France and Russia which threatened a
veto. However, the opponents abstained when the resolution’s
third world sponsors could master only six votes.

trapped in the city, with no
flood, medicine or electricity.

The radio said Serbs and
Croats yesterday pressed on
with their joint attack against
the Moslem-led Bosnian army
around Maglaj and Zavidovici,

Moslem-held towns in north-
central Bosnia. Reports said
refugees streamed out of Novi
Seher, a suburb of Maglaj.
which was set ablaze.

Corpses floated down the
River Bosna which flows
through both towns, according
to one report which could not
be independently confirmed.
UN officials yesterday said
Serb commanders had des-
patched tanks to fight beside
Croat forces around Magku-
Recent reports say Serb

A night in Paris

for price of 3

in Manchester

44

By Hfichael Skaplnker, Leisure
Industries Correspondent

THE most expensive hotel

rooms in Europe last year
were in Paris, followed by
Geneva,- Madrid and London,
according to a survey by lei-

sure consultants Pannell Kerr
Forster.

The cheapest rooms were In

Manchester, Birmingham,
Edinburgh and Helsinki.
- The average price paid for a
quality hotel in Paris, as

; opposed to the official rate

/ charged, was FFr1,284 (£180).

In London, the price was
£102.76. in Manchester, the

cheapest of all 25 cities sur-

veyed, the average rate

charged was £49.37 a night

> . Edinburgh offered the big-

gest discounts on its official

- rates, with average reductions

ofjMB per cent on offer to the

/'tanoller prepared to haggle.

(Mo
;
was the second biggest

discounter at 44.7 per cent fol-

; lowed by Manchester at 42JJ

per cent and Athens with 40.1

^..per cent Zorich was the city

with the smallest discount
• 12.5 per cent followed by
VFtagne (14.5 per cent) and Ber-

,
to (15.5 per cent).

-Hotels in. Prague had the

highest occupancy of any large

.-.-European city last year, fol-

r. lowed by Munich and Athens.

. oPrague hotel occupancy was
r' 714 per cent in 1992, com-

pered with 71-5 per cent the

previous year. Occupancy in

Munich was 70.4 per cent
compared with 68.6 per cent in

1991. Athens, which had suf-

fered badly daring the Golf
war, saw occupancy rise from
59.1 pm- cent in 1991 to 70.1

per cent last year.

Of Europe's main financial

centres, London occupancy
increased to 67.7 per cent from
64.2 per cent in 1991 and Par-

isrose to 67.4 per cent from
62.8 per cent. Occupancy in

Frankfurt fell slightly from
70.5 per cent in 1991 to 69.2

per cent last year.

Helsinki was the city with

the lowest occupancy, with
only 51 per cent of rooms foil

last year, compared with 55.1

per cent in 1991. Milan bad the

second emptiest hotels with
occupancy of 51.7 per cent, fol-

lowed by Birmingham (52.5

per cent) and Geneva (54.5 per

cent).

Budapest and Prague had
the largest number of foreign

guests staying in their quality

hotels, with 98 per cent com-

ing from abroad. In Brussels

and Warsaw, about 94 per cent

of guests in quality hotels

were foreign. Birmingham had
the fewest foreign hotel guests

at 10 per cent
The Eurocity Survey is avail-

able from the Hotel Research

Department, Pannell Kerr For-

ster Associates. New Garden

House, 78 Hatton Garden, Lon-

don ECIN 8JA. £500.

ffizeri strong man takes command

Chief of private

to be PM
>By John Lloyd In Moscow

.

•
‘" -THE MAN whose private army

"
/.7. forced the elected president of

~
... A'gpirba<jan to flee his post was

. /yesterday named prime minis-

•r- iter"and “supreme commander”

'r.frVnf'ttn* largely Moslem Cauca-

r^ afen republic.

‘^‘vMrSurat Husseinov, aged 35,

i.i'wtoao nominated by Mr Gaidar

the former Azeri Com-

rimmist party leader who is

•^jUOW 'tfae powerful chairman of

wparfiament He promised in a

r ^-speKfr to the deputies that the

;

-
"^creation of a national army to

: prosecute the war against

*i‘4nmnria in Nagorno Karabakh

/f/wB&d be “among his first

'/*

:

stpijjjr He also promised to end

•N/fte -country’s economic crisis

• ' ^iii&feasure an adequate supply

v.offeod and other products to

"^apopulation.

-r^^part of an agreement

O/tsrashed out in the past three

between Mr Alyev and Mr

einov the new prime min-

wfil control the defence,

and security miuis-

centralising all armed

wider his command,

totold parliament that “tbe

*S&&ttons already exist for

H/Sfcdgjgtto war which has been

-.thrust on Azerbaijan in the

* ijfeatoediate future. If diplomatic

are not successful, then it

•be. done through war -

and Azerbaijan will win."

Mr Alyev, who assumes tbe

function of head of state relin-

quished by the deposed Presi-

dent Abutfaz ElcMbey. called

for the people to unite to end

the “civil" war in the country.

He blamed Mr Elchibey, presi-

dent for only a year, for the

collapse of the Azeri forces and

the capture of Mardakaert. the

last Azeri-held town in the

Armenian-dominated enclave

of Karabakh.

Mr Husseinov sought to calm

the fears of oil companies

which had been expecting to

sign a $40m (£26.8m) deal with

the Azeri government this

month to develop the rich

reserves in the Caspian Sea,

saying "the present govern-

ment approach to this will be

more sensible and civilised -

However, he spoke after Mr

Sabit Bagirov, head of the state

oil company, had given notice

of his resignation, saying 1

have received indications from

our new rulers that I am not

wanted." Mr Bagirov tod nego-

tiated the contracts with com-

panies including Amoco, Brit-

ish Petroleum and PennzoLL

Mr Alyev and Mr Husseinov

now face the immense task of

restoring morale to farces shat-

tered by constant reversals

while dealing with the refugee

crisis of many thousands.

fighters have rented tanka to

their one-time enemies for
DM500 (£200) a day. Tanjug,
the Serbian news agency,
denied that Serfs and Croats
had engaged in a joint assault

against the Moslems.
The tenuous alliance

between Croats and Moslems
collapsed in April when Croat
forces moved to take control of

key towns in central and
southern Bosnia, expelling

Moslems from territory they
claimed was designated as
Croat

Deficit reined back in

revised Russian budget

A column of teenage Bosnian Moslem recruits on their way to

military exercises above Zenica

THE International Monetary
Fund is due today to announce
approval of a new $l.5bn loan

to Russia after extracting fur-

ther market reform steps from

the Russian authorities.

The money was expected to

be approved by tbe IMF board

yesterday after Mr Michel
Camdessus, the managing
director, complained earlier

this month that the govern-
ment and central bank were
not doing enough to implement

a statement of intent promis-

ing further reforms.

Since then, Moscow has pro-

duced a series of measures to

promote reforms which IMF
loans, such as this first half of

a so-called systemic transfor-

mation facility, are intended to

support
Mr Boris Fyodorov, the radi-

cal finance minister who sees

outside pressure as a tool to

help him overcome domestic
resistance to painful reforms,

yesterday presented to parlia-

ment a revised budget adjusted

to inflation, and introducing
new taxes to increase reve-

nues.
The revised budget proposes

a budget deficit of 10.4 per cent

of gross domestic product as

opposed to 122 per cent in the
Initial budget
The new taxes include a 7

Government is

trying to meet

reform

demands by

IMF, writes

Leyla Boulton

in Moscow

per cent levy on enterprise rev-

enues to raise subsidy money
for coal and agriculture, an
increase in oil excises from 18

to 30 per cent and unspecified

excise on gas.

On Tuesday, the central
bank increased the rate at

which it lends money to com-
mercial lwTikfi from 120 to 140

per cent
This brings it as one west-

ern official put it within stri-

king distance of achieving a

promise that by mid-July this

rate will not be more than
seven percentage points lower
than an ill-defined market rate.

When the statement of intent

was signed, the latter was just

150 per cent despite annual

inflation of more than 1,000 per

cent.

Mr Fyodorov has apparently

stuck to limits he set for credit

expansion in tbe second quar-

ter of this year. From today, he

has liberalised coal prices, as

part ot promises to the Fund to

remove existing price controls

by the end of this year.

Although parliament is

expected today to give the gov-

ernment permission to proceed

with spending in the third

quarter, it is expected to refuse

to approve the overall budget

Having rejected the earlier

budget, it is now demanding
details on how the government
plans to spend money to sup-

port the country's ailing enter-

prises. But the government has

so far failed to produce a long-

promised industrial policy,

partly because of internal divi-

sions on what this should con-

sist of.

Russia is due to receive in

the autumn the second half of

the systemic transformation
facility, which sets weaker con-

ditions than the Fund's tradi-

tional standby agreements.
Russia has aimed to conclude a
standby agreement, releasing a

further $3bn, by October 1.

Every day, enough copper flows
INTO HONG KONG’S HARBOUR TO PLATE
BIG BEN.

WILLIAM LAU IS WORKING ROUND THE
CLOCK TO STOP IT.

gatekeeper, all staff - except for a

handful of temporary support personnel

- are Hong Kong recruits.

This year, Waste Management

International pic has made an important

contribution to life in Hong Kong. Our

Enviropace Ltd. subsidiary has opened

Asia's first comprehensive waste

treatment facility. And not before time,

some might say.

Currently, the vast majority

of Hong Kong's industrial waste

is dumped - via an overburdened

sewer system - into Victoria

Harbour.

Daily, this includes enough

copper to plate Big Ben. .And

enough metal to build two

London double decker buses.

Now, with the start up of the

Hong Kong Chemical Waste

Treatment Centre, Enviropace is

helping to stop the clock on these and

other discharges.

environmentally safe waste treatment for

thousands of local manufacturers.

With two advanced treatment

systems, incorporating nine individual

units, the Centre boasts some

impressive technology. But the human

Under a unique contract with the

Hong Kong Environmental Protection

Department, Enviropace designed, built

and now operates the facility, providing

aspects of the operation are perhaps

even more important. Designed and

built by an international team, it is now

operated on a purely local basis. From

technical manager William Lau to our

This is crucial to our philosophy.

We like to see our local installations run

by local people; people who take real

pride in doing something positive for

"their own community.

With the help of William Lau and

Waste Management International, Hong

Kong has taken a major step

towards improving its environment.

Now, in the Year of the Rooster,

Hong Kong really does have

something to crow about.

Today, we provide environmental

services for over 150,000 businesses

and for millions of households in

16 countries across the world.

Our operations encompass

collection, treatment, recycling

and incineration of most types of

waste materials, landfill disposal,

waste-to-energy facilities, waste

water treatment, contaminated site

remediation, and on-site waste reduction

and minimisation services.

For more information, call us on

44-81-563 7000.

Waste Management International pic

LOCAL PRESENCE. GLOBAL KNOW-HOW.

as te management international plc is a majority-owned subsidiary of wmx TECHNOLOGIES. INC.,

THE WORLD’S LEADING ENVIRONMENTAL SERVICES ORGANISATION.
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China moves to cool I

Japan rebels admit to higher earnings

economic expansion
By Robert Thomson In Tokyo

By Tony Walker in Bering

CHINA is poised to clamp
down on its overbeating econ-

omy amid reports that its cen-

tral bank governor has been

sacked for falling to impose

order on a chaotic financial

sector.

Wen Wei Po, a Beijing-affili-

ated newspaper in Hong Kong,

reported yesterday that Mr
Zhu Rongji, senior vice-pre-

mier, would have his responsi-

bilities extended to include

supervision of the People's

flank, IQs main task WOllld be

to enforce tougher credit curbs.

Officials In Beijing have

declined to confirm the sacking

of Mr Li Guixian. the central

bank governor, but there

seems little doubt he is being

made a scapegoat for an explo-

sion of credit that has fuelled

unrestrained economic growth.

China's ruling politburo is

reported to have convened
recently in emergency session

to formulate stronger steps to

deal with the economic crisis,

marked by spiralling inflation

and deepening concern over

disorder in the financial sys-

tem.
Cost of living increases are

reported to have reached 20 per

cent on an annualised basis in

the first five months of the

year in the larger cities.

Among criticisms of Mr Li

are that he balled to control

non-bank financial institu-

tions. such as trust companies,
that have tent huge sums for

investment in property and
industrial development zones.

This has helped fuel a capital

Zhu: heavy responsibility

spending binge that is one of

the main causes of China's eco-

nomic overheating.

The State Planning Commis-
sion reported last week that
the economy would grow at

13-14 per cent In the first six

months. This far exceeds the

8-9 per cent growth targets for

the year, announced in March
at the National People's Con-
gress, or parliament

Recent measures to cool the

economy, including credit

curbs, appear to have been
ineffective. A panicky leader-

ship has clearly decided that

more severe medicine is

required.

The reported decision to

invest Mr Zhu, 65, with greater
responsibility for disciplining

the economy is a sign of the

situation's seriousness. It is

also confirmation of Mr Zhu’s
growing importance; although

he can hardly afford to fail in

this tough assignment
Reports of an imminent

China: The troubled economy

GNP growth (annual % change)
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Inflation (annual % change)
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Source; State Planning Commissian

reshuffle of China's economic

team coincides with a meeting

in Beijing of the standing com-

mittee of the country's parlia-

ment, at which harsh criticism

has been voiced of the leader-

ship’s financial management
Mr Cai Cheng, a prominent

member of the standing com-

mittee, was quoted by Xinhua,

the Chinese news agency, as

saying poor financial manage-
ment and weak controls on
hanks were two of the main

reasons for the country’s pres-

ent financial problems.

Mr Cai singled out what he
described as a failure to reform

China’s financial system as a

principal cause of the present

malaise. “The financial system
has not been reformed to suit

the market economy,” he said.

Vice-premier Zhu Rongji,
who has been described as Chi-

na's economic czar, is regarded

as a reformist but has been
advocating more decisive steps

to regain control of the econ-

omy.
However, divisions in the

leadership, the poor health of

premier Li Peng, who is suffer-
'

ing fiom a heart condition, and
fears of the reform process
being derailed have delayed
decisions.

• A senior Chinese official has

attempted to scotch the latest

round of speculation that Bei-

jing may soon scrap its special

foreign exchange certificates

(FEC) in a one-off bid to unify

exchange rates. Renter adds
from Shanghai.
Mr Vang Xianlin, h<>arl of the

policy department at the State

Administration of Foreign
Exchange Control, said he had
“received no notification that

exchange into FEC will cease”,

an official newspaper reported

yesterday.

“The rumours that the FEC
will be abolished are without
foundation,” he was quoted as

saying.

Mr Yang’s statement reflects

sharpening concern over the

future of the FEC, which China
introduced in the early 1980s as

a special currency for foreign-

ers parallel to its own ren-

minbi yuan.
Repeated rumours that the

FEC is about to go have swept
the country’s markets.

THE rebels who brought down
Japan’s ruling Liberal Demo-

cratic party are either more
honest or better investors than

than their political peers. They
admitted yesterday to earning

almost 50 per cent more than

the party average last year

when Japanese MPs disclosed

their incomes for the first time.

The 44 pro-reform rebels,

who formed the Japan Renewal
Party, are apparently better

cushioned for the tough limits

on political donations that

would he part of their reform

package.

The JRP members admitted

to earning an average Y5G.4m

($471,000) last year, well above

the all party average of Y30J9m

and the Y34Jm of their former

LDP colleagues. Japanese poli-

ticians receive an annual

allowance of Y20.6m, and the

extra money comes from inter-

est, dividends, corporate

retainers or asset sales.

But the figures announced
yesterday do not include funds

that publicity-shy politicians

have channelled through pri-

vate companies, relatives or

even their young children.

There are at least 81 Japa-

nese politicians who have con-

fessed to being poor managers

of their funds - they claim that

the only income received last

year was the Y20.6m in parlia-

mentary pay, and cot a yen
more tn dividends, interest

received or appearance foes.

The figures prompted JRP
members to explain that the

difference in their earnings

was a measure of their hon-

esty, but the large gap was an

embarrassment. Japan Com-
munist party members were at

the bottom ofthe pile, claiming

that their average income was
Y2l.4m. while the socialist

party members were better

heeled at Y24.lm
Members of most parties

were still nervous yesterday

that Japanese prosecutors

would strike again before a

general election on July 18,

and were also concerned that

the construction industry has

been frightened away from
political donations. The prose-

cutors arrested a well-known

regional mayor on Tuesday far

allegedly taking bribes from

construction companies.

Prosecutors said executives

from four leading construction

companies admitted to giving

YlOOm to the mayor, Mr Torn

Ishii, but denied that the

money was a bribe. Among the

officials in custody is a

vice-president from' Shimizu,

the largest general contractor,

whose president, Mr Harusuke
Twamuifl, resigned yesterday

from a post at the Keidanren,

the federation of economic
organisations.

Mr Imamura had been chair-

man of a committee on decen-

tralisation, and apparently ten-

dered his resignation as a

-mark of shame' at hisrcompa-
ny’s implication in the swmflai
The Eridanreo, the country's
most important business
organisation,

. immediately,
accepted the resignation.

'Hie construction ministry
said the

.
four.- companies,

Hazama, Nishimatsu Construc-
tion, Mitsui Construction, and
Shimizu, will be forbidden
from tendering forurfidstry-
cohtroiled contracts for
between two and four months,
while. 20 local governments
have also imposed bans on the
companies.

Prosecutors say the four
companies provided funds to
Mayor Ishii in an attempt to
break into the public works
market in northern Japan.

Australian

pessimism

over jobs
By EmBaTagaza
in Melbourne

NOTHING TO DECLARE: a Somali boy with hands up passes a US army checkpoint in Mogadishu yesterday. US soldiers have seated

off an area around the airport searching for weapons. Incidents Involving Somali gunmen prompted the UN to intensify security

S Africa reconstruction levy sought
By Patti Wakhneir
in Johannesburg

AN OFFICIAL of the African

National Congress yesterday
called for the imposition of a

heavy “reconstruction levy” on
individuals and corporations in

South Africa to finance the
building of a “new and more
equal” post-apartheid society.

Writing in the Johannesburg
Star newspaper, Mr Tito Mbow-
eni, deputy head of the ANC

economics department and one
of its chief economic policy-

makers, argued for a charge to

be levied along the lines of
Germany’s post-war levy,

under which individuals and
corporations paid half of their

assets to the state to help
finance reconstruction.

Such a levy Is not official

ANC policy, but Mr Mboweni’s
advocacy suggests that the
organisation is seriously con-

sidering adopting it officially.

Mr Mboweni made clear the
levy would be compulsory: “All

South Africans who have the

ability to contribute financially

to the process of reconstruc-

tion should do so by law." He
added that normal budgetary
resources were Insufficient to

finance post-apartheid develops

ment expenditure without
creating unsustainable budget
deficits.

Mr Mboweni sought to reas-

sure South Africans that

“there is no need for anybody
to be scared” at the idea of a
levy. However, his comments
could well give cause for con-

cern to the potential investors

now being courted In the US
by Mr Nelson Mandela. ANC
leader. He Is touring the US to

raise ejection campaign funds
for the ANC, and to persuade
US investors to prepare invest-

ments to be implemented once
international sanctions are

lifted.

THE Australian government
admitted yesterday it had little

chance of cutting deeply info

reconi dole queues before the
mid of the decade.

Mr Kim Beazley. employ-
ment minister, said . there was
only a slight chance of the job-

less rate falling to prereces-
sion levels of 6 per cent by the
turn of the century. More than
1.6m jobs would have to be cre-

ated in the next few years.
1 ' A small rise in exports, how-
ever, has given the gloom-rid-

den Australian economy a
breather. 1110 current account
deficit in May fell to A$1.5bn
(US$lbn), seasonally adjusted,

from the previous month's
A$L7bn shortfall-

While the performance was
not startling, the jittery mar-
ket reacted favourably to the

near-target outcome. The Aus-
tralian dollar closed half a cent

higher against the US dollar

during the previous two
months there had been mas-
sive selling of the Australian

currency following higher than

expected deficits.

. The current account deficit

for the 11 months to May was
AflASbn, and the outcome for

the year Is expected to be near
the budget forecast of AflSbn.

Vietnam likely to rejoin IMF
By George Graham
fci Washington

THE CLINTON administration

is expected to lift US opposi-

tion to Vietnam's reinstate-

ment in the World Bank and
the International Monetary
Fund, allowing the country to

clear its arrears and resume
borrowing from the interna-

tional development institu-

tions.

A plan for France, the UK,
Germany and Japan to provide

bridging finance to allow Viet-

nam to clear its $140m
(E93.3m) arrears with the
IMF has been ready for some
time now, but Vietnam's back-

ers have been reluctant
to move ahead without at

least an orange light from the

US.

Vietnam experts say the
country actually has enough
currency reserves to pay off

the arrears on its own. how-
ever the bridging finance
would avoid jeopardising Viet-

nam's economic ratios while
opening the door to financing
from the IMF, the World Bank
and the Asian Development
Bank.
President Bill Clinton is

caught between US commercial
interests, which have watched
angrily as other countries
entered the promising Viet-

namese market ahead of
hem, and the emotionally pow-
erful lobby of families of US
soldiers listed as missing in

action during the Vietnam
war.

Mr Clinton’s own history as

someone who avoided service

in Vietnam makes his position

particularly uncomfortable,
even though congressional
support for a warmer
relationship with the country
has been growing rapid-
ly.

The administration had
appeared to be on the point of

lifting its opposition to Viet-

nam’s reinstatement in the
IMF earlier this year when a
document emerged in Moscow
which appeared to suggest that

Vietnam had not released all

the- US prisoners of war it held
in 1973.

Some officials have

suggested that the US should
maintain its own embargo on
trade with Vietnam, while
agreeing to IMF reinstatement,

in order to dampen criticism

from the families ofUS service-

men.
Former President George

Bush had outlined a “road
map" towards normal relations

with Vietnam which paired
progress on the missing in

action issue with step by step

relaxation of US commercial
sanctions.

But some US businesses fear

this relaxation may be so slow
that all the best opportunities

in Vietnam will already have
been taken up by Australian,

Japanese and French compa-
nies.

Jakarta wins

aid increase
By David Buchan in Paris

US reaffirms its role in SE Asia
By Jose Galang in ManBa

THE US will continue to
provide stability in South-east

Aria, Mr Clifton Wharton, US
deputy secretary of state, has
told regional leaders.

Mr Wharton, in Manila on
the last leg of a South-east
Asian tour which has covered
Cambodia and the six member-
states of the Association of

South-east Asian Nations
(Asean) - Brunei, Indonesia,
Malaysia, Thailand, Singapore
and the Philippines - said yes-

terday he perceived there was,
prior to his visit "considerable

concern” that the US was with-

drawing from the region. But
he stressed this was not the

case.

His message had bean “well
received” in each country he

had visited, Mr Wharton said.

There had been "strong
appreciation” of his assurance
that Washington planned to

remain involved in the region,

particularly from the stand-
point of economic and security

engagements.
The US withdrew from its

military bases in the Philip-

pines In November last year
following the non-renewal of a

treaty covering the installa-

tions. American forces still

maintain facilities in Japan
and South Korea.

Analysts have expressed
fears that the US military’s

pullout could lead to an arms
race among the countries in

the region, or that a large eco-

nomic power, such as China,
could “fill the vacuum" left by
the Americans.

INDONESIA’S western donors
yesterday raised its aid for the
coming year to $5.1bn, from
$4.9bn. in recognition of Jak-
arta’s “excellent" economic
performance and continuing
development needs.

But several members of the

18-nation consultative group,
chaired by the World Bank
since Indonesia's row with the

Netherlands over human
rights, raised the issue of
“good governance", which they
said was vital to sustain the
country’s development Canada
and Belgium were among those
said to have taken this line.

Mr Gautam Kajt the World
Bank's vice-president for East
Asia and the Pacific who
chaired the three-day meeting
in Paris, acknowledged some
donors brought up the issue of

human rights, but said they
were pursuing this bilaterally

with Jakarta.

Dr Saleh Afiff, Indonesia's
economy minister, had
declined to comment on the
concerns in a multilateral
forum as, he said, they were
being discussed bilaterally.

In a statement, the donors'

group congratulated Jakarta
"on the continuity of its sound
macroeconomic management
and the country's excellent

economic performance”. In
1992-93 this had resulted in the
non-oil sector expanding 7.5

per cent, with a 30 per cent
growth in exports.

At the same time the current

account deficit fell to 2.4 per
cent of gross domestic product
The $1.4bn improvement in

this balance reflected a growth
in non-off exports and a decline

in imports, which was larger

than expected, the statement
said.

Indonesia was again congrat-

ulated for reducing poverty
from 60 per cent of the popula-
tion in 1970 to 15 per cent
But Jakarta was warned it

feces growing competition, par-

ticularly from newly-liberalised
economies among its Asian
neighbours, in expanding and
diversifying exports and
attracting foreign investment
The donors' group took note

of the government's recent de-

regulation in cutting tariffs

and non-tariffs, and agreed
Indonesia needed to reduce fur-

ther its bureaucratic obstacles
and procedures for investors.

Sanctions and
missiles fail to

shift Saddam
James Whittington on ordinary

Iraqis and a resilient regime

India awaits a signal from the heavens
Stefan Wagstyi observes the vagaries of the monsoon and its immediate impact on the economy

D URING the early sum-
mer, the plains of
northern India become

so hot that even a dust storm
comes as a welcome relief to

the villagers of Sherpur, a
hamlet in southern Rajasthan.
The powdery clouds that

cover everything in a grey-
brown grit obscure the sun
and, briefly, the temperature
drops. Occasionally, a few
drops of rain fell, a harbinger
of the monsoon which usually
comes at the end of the month.
These are the worst days of

the year for Sherpur. Not only
must the villagers endure the
heat and the dust but they fret

about the monsoon. When will
it arrive this year? How big
will it be? Will it come at an?
Despite the government’s

emergency food stockpiles, a
good monsoon is still a matter
of life and death in remote vil-
lages, For tens of millions of
rural Indians, including the vil-

lagers of Sherpur, good rains
represent the difference
between a year of plenty, when

money can be set aside for a
wedding or for a bicycle, and a
year of subsistence living.

For the economy as a whole,
good rains add 1 percentage
point to the growth rate; wide-
spread drought can remove at

least as much and more.
The residents of India's cities

are protected from the
extremes of the weather, but
they too cannot escape the
effects of the monsoon. Even
Bombay, the country’s most
modern metropolis, is subject
to the vagaries of the weather.
Last year, the rains camp so

late that the city authorities

started rationing water to pre-
vent the reservoirs running
dry. Newspapers ran stories
counting down to the day the
water was expected to run out
Then on August 12 - two
months late - it rained.

In 1991 there were floods.
Traffic was brought to a stand-
still in low-lying parts of the
city. The trains stopped run-
ning as water washed over the
rails. Mr Shared Kale, the

city’s commissioner, or chief
executive, says: “Bombay is

built on a string of seven
islands. We have filled in the

gaps but many areas lie at sea-

level or below sea-level You
can innagint* what happens.”

Each day of heavy flooding

costs the city millions in lost

production, not to mention the
damage done to buildings and
property.

d3 The Bombay Municipal Cor-

poration is preparing a RsSObn
flood control plan which
involves rebuilding drains and
sewers, some of which date
back to Victoriim times. "The
trouble is,” says Mr Kale, “peo-

ple want improvements but
don't want to pay for them”.

This year's monsoon has
started well, bringing good
rains to farmers in south India.

Keeping to its traditional

course, it moved in from the
Arabian sea into the south
western tip of India in the first

few days of June.

From there, it has spread, as

normal across peninsula India

towards the east coast If the
usual patterns prevail, it

should make a U-turn over the
Bay of Bengal and spread
across northern India from the
east
However, the usual patterns

do not always prevail. The dif-

ficulty of forecasting the mon-
soon has exercised Indians for

centuries. Astrologers, priests,

and scientists have all tried

and foiled to find the perfect

way of predicting the monsoon.
The burden of forecasting

falls heaviest on Mr N Sen Roy.
the director general of the
country’s meteorological office.

Mr Roy sits in front of a com-
puter screen covered with
black and white patches super-

imposed on a map of India.

With it he tracks the monsoon.
“I can tell yon where it is

raining now.” says Mr Roy,
“but I cannot tell you for cer-

tain where it will rain in

future." For this year, Mr Roy
has forecast a “normal” mon-
soon, meaning one which
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brings rains of within 10 per
cent of the long-term average.
If he is right, it will mean the
sixth year in succession of ade-

quate rains.

For Mr Roy, the monsoon’s
scientific interest lies in its

unpredictability. He tracks 16

variables, ranging' from snow-
fell In the Himalayas to wind
patterns in the southern
Pacific.

He points to a large wooden
board where the names of his

predecessors are listed, going
back to 1886. His hero is Sir

Gilbert Walter, who held office

from 1904 to 1924 ami devised

formulae which are still used
today.

Mr Roy warns against read-

ing too much Into monsoon
forecasts. The monsoon Is not
a front, blown in from the sea,

like rains from the Atlantic are
in the UK
Such weather patterns tend

to sweep across whole regions

uniformly. The monsoon is cre-

ated by a complex mix of

changes in air temperatures
and winds, therefore it can
bring rain to one village and
none at all to another only a
few miles away.
So the villagers of Sherpur

can do little to protect them-
selves against the vagaries of
the weather. “Rich farmers can
choose which crops to sell and
which to stockpile," says Mr
Roy, "Poor farmers have few
choices.”

T housands of Iraqis

wait outside the Rash-

eed shopping centre in

Baghdad to collect their

monthly survival packs of gov-

ernment rations. They talk in

the lines of the recent US air

attacks on the country, the lat-

est news from friends and fam-
ily who have moved abroad,
and the success so far of Iraq's

football team in the qualifying
rounds of the World Cup.
Many of them like to con-

sider themselves part of Bagh-
dad’s well-to-do middle class.

But the 200-300 dinar monthly
salaries of many of them, the
equivalent of between $66 and
$100 before the Gulf war of

1991, now barely reach double
figures in dollar terms.
The US missile attack on

Baghdad at the weekend came
as a blow to these people who
had hoped that the election of

President Bill Clinton in the

US might lead to a less bellig-

erent relationship and some
easing of UN sanctions.
Instead, the economic pressure
seems certain to continue with
US policy aimed at pushing
Iraqis to overthrow President
Saddam Hussein.

The rationing system has
become a means of survival for

most of Iraq's I8m people. Its

food basket consists of wheat,

rice, sugar, oil and tea but it

provides only 68 per cent erf the

minimum daily energy require-

ment. Many families are farced

to ' seek other .
sources .

of
income.

Aid agencies in Baghdad
claim that malnutrition is

becoming a real problem
among the poor and vulnera-

ble, especially in the north and
south of the country.

With little means of earning

hard currency, and a limited

and inefficient agriculture-sec-

'

tor, the government is forced

to play a precarious balancing

act of supply and demand with

its strategic reserves and the

goodwill of a few remaining
countries. The success of the.

system so for is fundamental to

the regime’s stability. .

Diplomats and aid agency
officials in Baghdad say some
countries are' providing large

quantities of food on a. credit

basis. Countries in South-East

Asia provide rice, Sudan

exports meat, and Malaysia

supplies palm oil on credit

Vietnam is repaying old

debts in food subsidies, and
Jordan has a tacitly

UN-approved agreement
whereby it supplies goods in

• exchange for oiL Less legiti-

mate barter deals are reported
* to be carried out with Iran and

Turkey.

Where food is actually paid

for, the government has been

forced to use some of its gold

reserves to preserve its limited

hard currency. Hard currency

earned from private Iraqi

investment abroad is also

believed to be channellfld info

government funds in times cf

severe-food shortages.

The feet that the regime,

with extensive help from the

UN and aid agencies, has sur-

vived is a cause far frustration

to those who predicted sudden

economic collapse when sanc-

tions were imposed.

What is more, should a total

breakdown in the system
appear likely, the Iraqi govern-

ment is permitted under UN
Resolutions 706 and 712 to sell

$l.6bn of ofi to finance emer-

gency humanitarian relief.

Attempts to control the free

market . economy, such as the

ban last year on luxury goods

and the withdrawal of the

prized, old 25 dinar bank' note

in May, have foiled to curb

inflation or stabilise thediuar.-.

But the ,rationing system has

kept; a large number of Iraqis

trim starving.

It is difficult to gauge the.

true level of popular support

for Mr Saddam, but despite,the

hardships he remains firmly lit

.

power. At least one western

ambassador In Baghdad argues

that the idea that the ’US air

attack on the. capital lasfcweek.
•

should serve as a catalyst for

Mr Saddam’s overthrow}, as US

'

defence secretary Les Aspin

has implied, is a misreading

Military confrontation with

the west has been " shown to

consolidate anti-west feeling in

Iraq and, therefore, support for

the regime and it makes the

possibility of a political solu-

tion to the problem all the

more difficult While there con-

tinues to be no settlement and

sanctinns remain, it is the poor

and vulnerable who suffer.
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US likely to

extend N-test

moratorium
By George Graham
^Washington

PRESIDENT Bill Clinton is
expected to extend the US mor-
atorium on nuclear testing.
bowing to intense opposition
from Congress to any further
such tests.

The extension would also
halt any British tests at the US
testing site in Nevada and
please the Russian govern-
ment, which wants neither to
incur the cost of further tests
of its own nor to encourage
any nuclear ambitions among
its

.
neighbours, especially

Ukraine.

Mr Clinton said yesterday
that he had made a decision
but was still working on
details. He would make a state- :

ment in the next few days*
Congress last year passed a

nine-month moratorium on
nuclear testing that expires
today, but it allows up to 15
tests over the next three years.
After an intense debate

within the administration, a
proposal was submitted to the
president 10 days ago for six
US and three British tests over
the 1993-96 period.

Consultations with members
of Congress showed, however,
that there was no likelihood
that the House of Representa-
tives would accept a resump-
tion of testing, and httle sup-
port for further tests even in

the Senate.

Particularly damaging to the
case for renewed testing was

the Defence Department's
refusal to commit itself to fit-

ting its nuclear missiles with
any safety features developed
because of the tests.

Nuclear weapons laborato-
ries have argued that more
tests are needed to improve
nuclear weapons' safety and
reliability.

Mr Clinton is expected to
announce a 12-month exten-
sion to the moratorium, leav-
ing the possibility of resuming
tests in 1995, before the 1996
target date which Congress
and the president have set for
negotiating a comprehensive
nuclear test ban treaty.

Unless other nuclear powers
conduct their own tests before
then, a resumption appears

' unlikely, especially as qew US
tests in 1&95 could undercut
efforts to win support from
other nations for the renewal
of the Nuclear Non-prolifera-
tion Treaty, which is due to

expire that year.

The British government,
which had hoped for more
tests to help it develop a new
warhead for the Trident mis-

sile, has little choice but to go
along with a US moratorium.
The country most embar-

rassed by an extension of the

test ban is likely to be France,

which started the moratorium
by announcing that it was sus-

pending its own controversial

tests at Mururoa in the South
Pacific, hut which is keen to
conduct more tests to help it

modernise its nuclear arsenal

Uranium process

goes independent
By George Graham

THE US today will spin off its

uranium enrichment activities

from the Department of Energy
to an independent corporation,

which the administration
hopes to prepare for privatisa-

tion in two years.

The US Enrichment Corpora-

tion will run two uranium
plants - at Paducah, Kentucky,

and Portsmouth, Ohio - and
will have annual sales of about
SLJSba.

Mrs Hazel O'Leary, energy
secretary, said the new compa-
ny's mandate would be to

regain for the US what used to

he a dominant share of the

world enrichment market, by
changing from a bureaucracy

to a business.

The US. which now charges

30-40 per cent more than com-
petitors such as Europe's Euro-

dif and Urenco consortia, has
seen Its world monopoly of
enrichment services slip to 46

per cent.

One of USEC's tasks win be
the reprocessing of weapons-
grade, highly enriched ura-

nium from the former Soviet

Union into low-enriched ura-

nium for use in commercial
power generation.

TV networks to

warn on violence
By Matin Dickson
In Now York

THE four US television

networks, under congressional

pressure to shield children

from shows displaying vio-

lence, yesterday agreed to air

warnings to parents just before

the start of such programmes.

The agreement - unveiled by

senior officials of ABC, CBS,

NBC and Fox - comes amid

growing concern in Congress

about the possible harmful

effects of television violence on
viewers, particularly children.

Congress members had
warned the networks that they

might seek legislation to

impose a rating system on pro-

grammes, similar to that

applied to cinema films.

In an attempt to head off

such a system, the networks

say that they will decide which

programmes merit a parental

warning, based on the degree

and the context of violence

shown.
. .

This independent initiative

will come into effect in the

autumn
,
the warning being

shown before the start of

shows and being available for

publication in programme
guides.

However, the system does

not yet cover the cable televi-

sion networks, which account

for a Targe and growing slice of

Americans' viewing, nor does

it extend to cartoons.

Mr Howard Stringer, presi-

dent of CBS, acknowledged
that the networks were likely

to lose some advertising busi-

ness from shows carrying vio-

lence warnings.

• Mr Reed Hundt. a Washing-

ton lawyer known mainly for

work in anti-trust litigation,

has been nominated by the

Clinton administration to head

the Federal Communications
Commission, the government

body which oversees telecom-

munications and media.

Mr Hundt, 45, would succeed

Mr Alfred Sikes, a Republican

who resigned in January when

Mr Clinton took office.

The new nominee is a close

associate of Vice-President AI

Gore, who is playing a leading

role in communications policy.

NEWS: THE AMERICAS

Mexico acts on wrong arm of the law
Damian Fraser and Lucy Conger on anti-corruption drive in law enforcement agencies

Police action in Mexico: previous clean-up attempts have failed

G OADED by the murder
in May of a Roman
Catholic cardinal, the

Mexican government has
recently launched a high-
profile clampdown on corrup-
tion in the police force and the
attorney-general’s office.

In two months, Mr Jorge
Carpizo, the respected attor-

ney-general, has arrested or
dismissed SCOreS of high-rank,
ing police officers, set up an
elite anti-drug police unit, and
thrown in jail leaders of the
notorious Sinaloa drug carteL

Tbis came after President
Carlos Salinas had vowed the
killers of Cardinal .Tuan Jesus
Posadas Ocampo would be
caught and punished.
The government's moves

against corruption are at least

partly aimed at satisfying out-
raged domestic and interna-
tional opinion. The murder, of

the cardinal, by presumed drug
traffickers, sparked a fury
unmatched by any other act of

violence in Mexico's recent his-

tory, and threatened to damage
the president’s domestic stand-

ing.

In the US, Mexico's attempts
to project itself as a moderni-
sing. progressive country took
a battering. Stories of shoot-

outs in the country's second
largest airport, and tunnels

dug for drug traffickers

between the US and Mexico,

dominated coverage of the
country, and fuelled concerns
over the North American Free

Trade Agreement
But, while the anti-corrup-

tion measures have helped the
government regain the initia-

tive after Cardinal Posadas
was murdered, their effective-

ness has been widely ques-
tioned. Corruption is so much
a part of Mexico's police force

-from everyday bribes by
motorists to protection money
from drug gangs -that until

now all reforms aimed at weed-
ing it out have failed.

The previous attorney-gen-

eral, Mr Ignacio Morales
Lechuga, now ambassador in

Paris, was once hailed as a
moderniser, and be too
replaced corrupt officials with
what was meant to be a new
breed of clean lawyers. Now
many of these officials, such as
Mr Rodrigo Esparza, former
chief of federal police in the

west coast state of Sinaloa,

have been fired after suspected
involvement with drugs.

The centrepiece of the latest

initiatives against drug traf-

ficking is the creation of the

National Institute to Combat
Drugs as an autonomous
agency. Modelled on the US

Drug Enforcement Agency, the

institute will lead investiga-

tions of the drug trade, arms
trafficking and money launder-

ing, create an intelligence sys-

tem and run operations to

intercept drug traffickers and
shipments.

The Salinas initiative

requires an overhaul of the fed-

eral anti-narcotics squad, noto-

rious for corruption. The insti-

tute’s charter calls for splitting

the anti-narcotics police from

the attorney general’s federal

judicial police.

The administration has also

arrested 35 people in connec-

tion with the shooting of Cardi-

nal Posadas and six others. Mr
Joaquin Guzman Loera. appar-

ently the intended target of the

attack and head of the power-

ful Sinaloa drug cartel, was
seized in Guatemala on June 9.

and brought to Mexico.
Later, the Mexico City police

chief was arrested for his role

several years ago in freeing Mr
Guzman Loera after the capi-

tal's police had captured him.

The attorney-general's office

(PGR) also announced the dis-

missal of 67 federal judicial

policemen on suspicion of
drug-related corruption, while

at least three judges in Sonora
state are under investigation

for allowing the release of sus-

pected drug traffickers

Despite these dramatic steps,

many are sceptical that they

will be sufficient to thwart
drug traffickers and their abil-

ity to corrupt those who stand
in their way.
Mr Robert Bonner, head of

the DEA in the US, warmly
applauds Mexico's tough mea-
sures, but says a thorough
clean-up would require "taking

on officials who aid and abet

drug trafficking".

“The question is," Mr Bon-

ner says, "how do you profes-

sionalise the PGR, how do you

develop a justice system that

does not let people pay their

way out, and others who are

arrested go free? . . . You can-

not just remove the [drug]

leaders. We know there are rel-

atives and others who will

replace them - you have to got

to remove totally the infra-

structure of the organisation."

Mr Bonner suggests some
institutional changes that

might cut the incentive to take

bribes. One reform would elim-

inate the practice of senior

police jobs being auctioned off

to the highest bidder, and
another an end to the custom
of a modrina, a freelance agent

who works alongside police-

men, being paid a commission
of goods confiscated in police

operations.

Such reforms may be in tbe

making
, and would be popular

with most Mexicans, fed up
with bribing police and being

victimised by gangs who enjoy

police protection. But they
would also end a lucrative

source of income for govern-

ment and police officials,

whose basic salary is low and
expectations of wealtb high.
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NEWS: WORLD TRADE

Russia calls for ‘trade not aid’ treatment
Leyla Boulton on Moscow’s need to be treated as ‘normal’ - but with help from its friends

P
RESIDENT Boris Yeltsin and

his government are demand-

ing an end to trade "disciimi-

nation" against Russia as it strug-

gles to switch to a market economy
and Mr Yeltsin intends to make the

point when he meets leaders of the

Group of Seven industrial countries

at their Tokyo summit next week.

“We want Russia really to become

an equal member of the world finan-

cial and trading community,” says

Mr Alexander Shokhln. the deputy

prime minister responsible for Rus-

sia's foreign economic relations.

In the past few weeks, Russia has

demanded rapid admission to the

General Agreement on Tariffs and

Trade and refused to sign a partner-

ship agreement with the European
Community on the grounds that it

provides insufficient access for Rus-
sian goods and services to EC mar-

kets.

Last week, Mr Viktor Chernomyr-
din, the Russian prime minister,

called off a visit to the US in protest

against sanctions imposed by Wash-
ington because of a $350m Russian
contract to supply rocket engines to

India.

According to Washington, the deal

violates international agreements to

limit the proliferation of missile

technology which India says it needs

for a peaceful space programme.
Russia says the US simply wanted
its companies to get the deal.

Closer to home, Russia is demand-
ing that western loans be given to

other newly-independent former
Soviet republics to pay for Russian
energy supplies. The beauty of this

scheme, which the west does not

even want to discuss until the Tokyo
summit is out of the way, is that

Russia would get new western funds

while the other republics would get

new debt
"The fact that Russia is negotia-

ting aggressively on trade shows
that it’s becoming a normal coun-

try,” said one western diplomat.

“The controversy arises from the

fact that it expects better than aver-

age treatment as part of western

support for reforms.”

Some of the Russian complaints

about discrimination are a negotia-

ting tactic since even Russian offi-

cials acknowledge that they do not

want to expose the country bo for-

eign trading competition all in one
go - which Is what speedy admission

to Gatt, for instance, would imply.

But public posturing notwith-
standing, Russia’s demand for “trade

not aid" threatens vital western
interests in a way which earlier

forms of assistance have not
The conflict is particularly acute

for the EC, Russia's close neighbour
and biggest trading partner, which
needs to reconcile the desire to help
Russia with pressure to protect EC
jobs and companies from competi-

tion from the east
Access to western markets hap-

pens to be one of the most effective

forms of support the west can give

Russian market reforms. It enables

Russian enterprises to help them-
selves rather than demand subsidies

from the government It avoids the

risk of Russia's inefficient state

bureaucracy squandering direct

grants from western governments. It

also makes western demands for fas-

ter market reforms in Russia more
credible.

“Jeffrey Sachs [the Harvard pro-

fessor turned Russian economic

Yeltsin, left: something to tell the G7, and Chernomyrdin: protest at US sanctions

adviser] is telling the Russians to

restructure or close down their fac-

tories. I say we should close ours,"

said one western diplomat
However, controlled domestic

energy prices, the fact that many
Russian enterprises have only a poor
idea of what their costs are and the

desire of many to make precious

hard currency by pricing their

exports cheaply, are all presented by
western competitors as arguments
lor maintaining restrictions on
Imports from Russia.

Exports of natural gas and oil

seeded by western Europe account

for the fact that Russia has a trade

surplus with the EC. But while there

is no demand for most Russian
industrial goods, the few which are

in demand face restricted access on
the grounds that Russia is not yet a
market economy.
The EC operates quantitative

restrictions on steel and textiles, and

in effect limits imports of enriched

uranium by requiring a licence for

each deal. It is soon to decide

whether to slap anti-damping' duties

on Russian aluminium imports,

which last year sharply drove down

western aluminium prices and hurt

western producers.

But with much of the EC steel

industry already in the throes of

pmnfrxl restructuring, and.no similar

-

changes yet in evidence in Russia,

even free traders within the Euro-

pean Commission, who are sympa-

thetic to Russia’s case, say it must

make more progress with market

reforms to obtain better access. In

that spirit, Sir Leon Brittan, the

commissioner responsible for foreign

economic relations, says a review
clause contained in the co-operation

and partnership deal could trans-

form it into a free trade agreement
in three years.

Trade could certainly be useful as

an incentive for Russia to speed up
domestic reforms. In a move which
should help strengthen Russian
manufacturers’ case in the face of

accusations that they benefit from
unfair energy subsidies, the govern-

ment plans to free coal prices from
today and domestic oU and gas
prices by the end of the year.

Russia is also putting the finishing

touches to a market-sharing compro-
mise with the US and the EC which
could show the way in other sectors

and will give it the right to conduct
12 commercial satellite launches
between 1935 and 2000. This Is

despite fears at western Europe's
Arianespace that it could be wiped
out by Russia's ability to conduct

launches at half its cost

Finnair goes back
on Boeing order
By Hugh Camegy
in Stockholm

FINNAIR, the loss-making
Finnish national airline, yes-

terday said it had decided not
to proceed with plans to

replace its 10 McDonnell Doug-
las and Afrbus wide-bodied air-

craft with. Boeings because of

the cost
The airline announced in

April that It had signed a letter

of intent with Boeing and

International Lease Finance
Corporation that envisaged the

replacement of Finnair's entire

44-strong fleet with a new fleet

based on the Boeing 576 and
737 families of aircraft by the
end of the decade.

Since then Finnair has
reported losses after financial

items in the year to the end of

March 1993 of FM4l5m
fJ72.8m), more than double the

loss the previous year, and
warned of a hard year ahead.

Taiwan disk plant

for NE England
Ely Chris Tigho

ONE of Taiwan’s largest

electronics companies, CMC
Magnetics Corporation,
announced yesterday it is to

set up a £26m ($39m) floppy

disk production plant at Cram-
Iington, Northumberland, in

the north-east of England,
creating 550 jobs over three
years.

The plant, with an annual
output target of 120m disks,

will sell in the European mar-
ket. and eventually to North
America. It is to receive £&25m
in regional selective assistance.

Mr Tim Eggar, a UK energy
minister, said during a visit to

Northumberland.
The project is the UK’s fifth

manufacturing inward invest-

ment from Taiwan, and the
third in Northumberland.

Production is to start in the

autumn and 100 jots will be
created in the first year.

Norway power warning
By Karen FOssG in Oslo

THE Confederation of
Norwegian Business and
Industry (NHO) yesterday
warned the government that a
dual-pricing system was
emerging for domestic and
export electricity contracts,
threatening to undermine the
competitiveness of Norwegian
industry.

Norway is the most
advanced of any European
country in liberalising its elec-

tricity market, allowing
exports on a concession basis,

but the NHO yesterday said

the government must also
allow free access to electricity

imports, in order to stop dual
pricing:

“What we are seeking to

avoid is profits being made
from expensive domestic con-

tracts, while (heap export con-

tracts covering surplus power
are agreed,” said Mr Karl Glad,

an NHO executive.

He warned in a letter to Mr
Finn Kristensen, industry and
energy minister, of electricity

price differentiation, price

manipulation, dumping and

monopolistic tendencies by
Norway’s big electricity pro-

ducers.

He said costs for new trans-

mission cables between Nor-
way and the rest of the conti-

nent were being subsidised by
high domestic electricity

prices.

NHO is particularly sceptical

of a recent supply contract
agreed by Statkraft, the domes-
tic power company, and Ger-

many's PreussenElektra. The
25-year deal covers the equiva-

lent of twice the annual dec-
tricity consumption by Oslo.

Senators

try to

fast-track

By Nancy Dunne
in Waahkiflton

THE US Senate’s Democratic
leaders were preparing yester-

day to fight off an attempt to
amend the “fast-track" negoti-
ating authority tile president
has to complete the Uruguay
Round of international trade
negotiations by December 15.
Senator Fritz Hoflings, a

Democrat supporter of the tex-

tile industry, said he would
try to attach an aggressive
provision - cafled Super 301 -
to the fast-track authorisation.
Super 301 has loopholes which
let the administration avoid
imposing sanctions but is dis-
liked by US trading partners,
who see its listing of “unfair
traders” as US unilateralism.

The US administration, hop-
ing to avoid a battle, has
asked for a “dean” fast-track,

free of measures which would
offend US trading partners.
Lobbyists yesterday were ask-
ing senators not to “embar-

ss” the president by encum-
bering him when he dteengjips
trade at the Tokyo summit
next week.
In the hope of harmony at

the summit, the administra-
tion yesterday delayed
announcing sanctions in its

dispute with Japan over access
to the construction market
But the administration's

entire trade agenda looks frag-

ile. A US federal judge yester-

day ruled that the North
American Free Trade Agree-
ment with Mexico and Canada
violates the National Environ-

mental Policy Act.

Meanwhile, the “quad" talks
- the US, Japan, the EC and
Canada, meeting in Toronto -

are stack over a US retreat

from the Bush administra-
tion's position an reduction of
textile tariffs. Ms Jennifer
Hillman, chief textile negotia-

tor, has accepted US industry

insistence that the quota
phase-out he tied to “substan-

tial market access commit-
ments, especially from the
developing countries".
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quality wines in Executive cabin • Complimentary newspapers • Priority disembarkation

Priority baggage delivery Treble TAB points offer

AerUngus ft Naturally
Tne tg^nOTiea above acpfir to loDii^noray. Toottwaraxls invel®>iE>aajtiwfiJ Exf«:u0ve Eu’L&jcijoi FaraarE>^&dwSupef6od9aiFffB2pp&eJ.

*

Impr

in ju

m

«

4



FINANCIAL TIMES THimQn.,,~ IHTJHSPAY.TTii v
j l993

ior$

>

ct

rk{

>rity

i-lrzg*fc

'

'-r.>S -

-a
..-£***

:-^
: ;t3^ .;

= £?*

:?'S
-ri; rj;-

!d«-rt -^
:r>5

pVi,
.

-B

vr:.i ..
t(!.

NEWS: UK

Jigging politician’s letter M Attorney General refutes Nadir claims U MPs sceptical

Storm over Serious Fraud Office takes new twist
ByASson Smith

THE POLITICAL storm over the
activities of Britain's Serious Fraud
Office (STO). the agency overSJ
finandal crime, took a new tw£t
yesterday as a senior politician made
fresh allegations over its handling of
an investigation.

^

The accusations came straight
after Sir. Nicholas Lyell, the attor-
ney^eneral, had responded in detail
to the sensational claims about the
SFO’s handling of the case against
Mr Asil Nadir, the former chairman

of Polly Peck International, who fled
earner this year from Britain where
he faces criminal charges.
Concern among MPs was intensi-uM by the revelation that an SFO

official had last year forged a letter
Purporting to come from Sir David
pteel. a senior Liberal Democrat MPm a separate case, related to the
odlapse of the Bank of Credit and
Commerce International

Sir Nicholas said he had apolo-
gised for the forgery, which he
admitted was “a very serious error
of judgment, a stupid thing to do".

and said that the matter had been
dealt with internally.

Sir David said that from October
1991 he had raised with the then
attorney-general the handling by the
SFO of the investigation of Control
Securities, whose chairman and
chief executive, Mr Nazmu Virani,
he knew slightly.

In March 1992, Mr Virani was
charged with an offence of conspir-

acy to defraud, and just before the

first court tearing, at which the SFO
opposed bail, an SFO official showed
bis solicitor a letter purporting to be

from the MP. saying that he would
be attending the hearing.

Separately. Sir Nicholas's insis-

tence that there was no basis for an
independent inquiry into the charges
made by Mr Michael Mates - the

former minister who resigned over

his links with Mr Nadir and subse-

quently accused the SFO of a con-

spiracy agains t the businessman -

waa broadly accepted at Westmin-
ster. But the opposition is still deter-

mined that the names of the other
MPs who made representations on
behalf of the fugitive businessman

should be disclosed.

Supporting his argument with the

publication of an edited version of

the correspondence between himself

and Mr Mates, Sir Nicholas went
- through the accusations in the for-

mer minister’s extraordinary resig-

nation statement in the House of

Commons on Tuesday.

On the most serious claim, that

the SFO had tried to put Improper
pressure" on the trial judge, he said

that the alleged conspiracy to bribe

the judge was being separately
investigated by the police under the

supervision of the director of public

prosecutions. This had revealed no

“credible evidence” implicating the

judge personally, he added.

Mr John Fraser, Labour’s legal

affairs spokesman, expressed some
scepticism at the claims Mr Mates

had made, but shared the unease

expressed by several MPs at the idea

that the SFO sought to generate pub-

licity for arrests, and gave the media

advance information about arrange-

ments.

Editorial comment. Page 17

Edinburgh
shuts door
on Le Pen
By David Gardner In Brussels

MR Jean-Marie Le Pen, leader
of France’s National Front, has
beat forced to cancel a meet-
ingin Edinburgh next week for
14 right-wing Euro-MPs,
after hotels there refused to
host it

Mr Le Pen is instead to try to
hold the meeting in Dublin. It

is one of a controversial series
of meetings of the European
Right group in the European
Parliament, which are being
financed by EC taxpayers.
Parliament officials in Brus-

sels said the Edinburgh Shera-
ton cancelled the Le Pen
group's reservations, and (hat

parliamentary staff had
refused to help in finding an
alternative.

Edinburgh’s city council had
also denied the group access to

its premises.
Mr Le Pen was seeking reser-

vations at the Fitzpatrick Cas-

tle Hotel in Dublin, they said.

The European Right group
issued a statement yesterday
protesting that the hoteliers of
Edinburgh were forced by
threats to refuse any meeting
in Scotland next week.
Mr Glyn Ford, a leader of the

UK Labour party in the Euro-
pean Parliament, said he was
“delighted the people of Scot-

land have shunned this odious

man”, and was sure the people
of Dublin would also be out-

raged at the group's attempt
“to peddle their evil message"
there.

Chemical sector

spends £lbn
on environment

And finaBy.w News at Ten remains on time

By Paul Abrahams

BRITAIN'S rfmmirai industry
spent more than £ibn on the
environment last year, repre-
senting about 3 pea: cent of the
industry's £29.9bn turnover,
according to the industry's
trade body.
The Chemical Industries

Association (CIA) said the UK
chemical sector was the first

British sector to publish its

spending and environmental
emissions. It was also the
world’s first chemical industry
to publish such statistics. Mr
John Cox, director general,
said the statistics would form a
model for other industries.

The CIA reported that
-between 1990 and 1999. envi-

ronmental spending increased
from £830m to £1.032bn. Capital

expenditure on the environ-

ment rose from. £i84m to

£305m. As a proportion of total

capital spending it rose form 8

per cent to 14 per cent Envi-

ronmental operating costs rose

form £646m to £727Ul
Discharges of red list sub-

stances - a list of 23 groups of

chemicals defined by the gov-

ernment as befog unwelcome
in aqueous waste - fell 40 per

cent from 403 tonnes in 1990 to

243 tonnes in 1992.

. The levels of special, wastes
- a list of 29 classes of chemi-

cals which require particular

attention - disposed of outside
chemical sites fell 9 per cent
from 253,900 tonnes in 1990 to

231,800 tonnes last year.

These emissions, however,
increased from 213,700 tonnes
in 1992. The CIA said this was
because companies had been
closing down sites and dispos-

ing of waste such as asbestos.

The industry's energy con-
sumption fell 19 per cent
between 1967 and 1990,
although output rose 112 per
cent Energy consumption per
unit of output fell 6L6 per cent.

Environmental indices cre-

ated for the 114 sites between
1990 and 1992, shoed 84 had
improved their performance,
while 30 had deteriorated.

Mr Jim Whiston, head of
health, safety and environment
at Imperial Chemical Indus-

tries, said this showed the indi-

ces were credible measures.

Friends of the Earth, the envi-

ronmental pressure group,
called for the industry to pub-

lish a complete record of all

toxic emissions.

“The industry is generally

improving, but it has a long
way to go,” said Mr Whiston.

The figures were collated

from about 256 locations, repre-

senting about 75 per cent of the
.

CIA members’ sites, 88 per cent

of the capital investment and
62 per cent of the entire indus-

try's capital base.
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NEWS AT TEN, ITV’s flagship

television news programme, is

to keep its traditional slot for

the foreseeable future after a
wave of political protest at sug-

gestions that it might move to

an earlier time, writes Ray-

mond Snoddy.
The ITV companies who

were suggesting the pro-

gramme should be moved, pos-

sibly as early as 6.30pm, yester-

day backed down in the face of

firm opposition from the Inde-

pendent Television Commis-
sion (ITQ and growing parlia-

mentary pressure which

G An auefienoa of more than 8m usually

outstrips its BBC rival, shown at 9pm, and

puts It in the country’s top 30 programmes.

(J)
The 10pm slot was chosen more than 25

years ago to coincide with votes in the

House of Commons

Q Some ITV companies want to move ft to an

earlier slot so they can show big budget

Hollywood films at peak viewing time

0 Its newscasters are joumafists of Influence-

Sir Alastair Burnet, who retired last year as

the main anchorman was a former editor of

The Economist and Daily Express

0 Michael Green, chairman of Cotton

Communications last year look over fTN,

formerly owned by IS regional ITV

Companies. Six ITV companies are still

shareholders but they also brought in

Reuters, the International news group

9 The last Labour government led by James

Callaghan fefl during Bva News At Ten

coverage from parliament

0 Under government legislation, at least 51

per cent of fTN has to be held in non-fTV

hands by the end of next year.

G New chief executive David Gordon is

determined to make UN more international

and one day compete with CNN and BSC

World Service Television

0 Recent ITN scoops have included

Interviews with Asil Nads and Lord

McAIpkne former treasurer of

the ruling Conservative party on secret

overseas donors

0 And Finalfy ... fTN usually ends on a fight

item to send viewers more cheerfully to

their beds

included a tetter from Mr John
Major, prime minister express-

ing concern.

Sir George RusselL ITC
chairman, yesterday wrote to

the chairman of all 15

regional ITV companies warn-

ing them that they risked

befog in breach of their broad-

casting licences if they moved
the main evening news pro-

gramme without ITC permis-

sion.

Eight of the companies had
proposed running the main
evening news at 10pm in their

bids for new franchises and the

ITC legal advice is that these

commitments represent core
obligations of titer broadcast-

ing licences.

Earlier, Mr Peter Brooke,
National Heritage secretary

bad suggested that generally

hostile parliamentary opinion

on the News At Ten issue
might also have flowed over
to ITV ownership issues as

weU.

A number of large ITV com-
panies want to see a relaxation

of the rules to allow the nine
largest companies to take each

other over. Such a move, if the

government decides to go
ahead, would have required a
resolution in both houses of

parliament.

Although the ITV companies
could challenge the ITC inter-

pretation of its powers in the

courts this is unlikely.

ITV executives conceded last

night that the idea of moving
ITN to the early evening which
came out of a strategy confer-

ence last month had been an
“own-goal” and that a
detailed business assessment
of the move had never been
prepared.

MPs urge

government

to offer UN
more troops
By David White,

Defence Correspondent

BRITAIN’S influence in the

world win suffer unless It pro-

vides more forces to match the

Increase in UN peacekeeping

operations, a committee of

MPs said yesterday.

The cross-party Commons
defence committee; which has

attacked government plans for

cutting army manpower, said

ft would expect the Ministry of

Defence to show It had suffi-

cient forces to meet peacekeep-

ing commitments.
It said the UK had been

unable to make a valuable
contribution In Somalia by
sending ground troops, a deci-

sion apparently dictated by
the availability of forces and
fluids.

“If the increase in UN peace-

keeping operations is not
matriied by at least something
approaching a commensurate
increase in UK participation,"

the committee said, “the UK’s
voice in international affaire

will lose authority, and the
operations themselves will be
less likely to succeed.”

Its report criticised delays in

equipment projects which
hampered British forces’

capacity to intervene effec-

tively. Despite the recent order

of a helicopter carrier, to be
bnilt jointly by VSBL and
Kvaerner Govan, Britain’s
amphibious intervention capa-

bility would be “threadbare”

for the next five years, ft said.

The committee also called

for an immediate derision on
plans for new troop-carrying

helicopters, attacking the min-

istry for “apparent prevarica-

tion” and “inaction”.

However, it recognised that

the UK could not join every

peacekeeping operation, rec-

ommended it should partici-

pate only where its particular

skills were needed, and
warned that British forces

could not continue indefinitely

supporting humanitarian aid

in Bosnia while coming under
direct attack.

Once UN forces lost the con-

sent of local militias, “either

the mandate will have to be
changed or forces withdrawn,"
it said.
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INSEAD
Executive Education

SIEMENS
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Improve your managerial potential

in just 7 weeks FREE ...

... thanks to the Financial Times Scholarships to

INSEAD's International Executive Programme

31 October -17 December 1993

"The IEP satisfied my two prime

objectivesJot attending namely it

updated on the latest thinking on

the various business disciplines and

business environment and, crucially,

the seven weeks allowed me the

necessary breathing space to reflect

on my awn business problems and

opportunities and how I could best

approach these making use of some

of the new ronrtpu amf tedmiques I

. had learned.

"

Steve Gw, General Manager

Thom Lighting, Hong Kong

"INSEAD manages in combine the

teaching of "opens
n
and beginners

ia the various subjects in an

aceprioaol wry. In addition,

fatfaintbtoip is ajunuttric place wdi

good appctataiuafH recreation and

spur, I last S bias! Thant you.*

Trend Stangeby. Vice President

Nani Hydro, Norway

"[ chase the INSEAD programme

hoping tofind a muhiculiuntl

lamina environment . This,certainly

‘proved to be the case. The INSEAD

'

experience will allow m to better

serve ray global customer base. As

an added benefit, / made great

friends among my classmates.

Denis Rommlch. Regional Manager

Air W Americas, U.SA.

INSEAD’s International

Executive Programme (IEP)

is above all a development

programme. Its purpose is to

prepare executives at the top of

their functional domain for

positions of increased

responsibility. It achieves this

by first reviewing the basics to

ensure sound knowledge of

finance, marketing, operatons

and human behaviour.

Building on this understanding

of the fundamental disciplines,

the programme advances to

matters of policy and problem

analysis, focusing particularly on

business strategy and financial

analysis and control. It

investigates the decision-making

process and highlights the

interaction of policy priorities.

The programme provides

"context" by considering the

relationships between business

and the socio-political and

economic environments.

In addition, last year's IEP

programmes brought together

120 participants from 25

different countries.

INSEAD's continued committment to diversity has been highlighted by the

of two scholarships supported by the Financial Times, one

for a Tatra!/Eastern European, the otherfor ajemale ofany nationality

on the nest IEP programme. Awarded on a competitive basis, the

scholarships will cover participant's tuition fees. The deadline for

applications is end September.

For more information please contact;

Chanel Poget (code FSC2), INSEAD. 7730S Fontainebleau Codex. Franco.

1^33 (1)60 72 42 90 Fax: 33 (1) 60 72 42 42 Tolox: 690389F

Everyone's talking about

mobile phones.

We helped to invent them.

Mobile phones give you a new
sense of freedom - a freedom which
is onlyworth its cost if you can
depend on your terminal equip-
ment. Siemens mobile telephones,
made by European experts in the
mobile telephone field, set new
standards -12 network operators
in 11 of the 18 European countries

with mobile telephones have now
decided in favorof Siemens digital

GSM network technology. Our
designs for the shape and function

of mobile telephones and our
development in network technol-
ogy have been adopted worldwide. '.

Today, this lead in know-how is

reflected in every Siemens termi-
nal. It expresses itself in the range
of functions and in convenience,

reliability and service. There is a

good reason why we have devel-
oped and manufactured vital

modules of our mobile telephones
ourselves - the Siemens mark on
the outside is the guarantee of

quality inside. With qualityyou can

depend on,whysettle for anything

less ? Not every digital telephone

network in Europe is from Siemens
but with a Siemens terminal you

can be sure of achieving maximum
convenience and reliability.

For example, the robust GSM
portable or the compact GSM
handheld with completelynew user

prompt functions.

Formore information, please contact:

Siemens AG, GSM-Info Center,

Postfaeh 234 MB, FT D-90713 Furth,

Germany

Siemens

mobile telephones -

the ultimate choice.
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There is only one authority

in the financial industry.
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On sale now at all major
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Motorists face police checkpoints as part of anti-terrorist scheme Britain in brief Insurer cuts

City to get security cordon
ByGffibnTfltt

and Richard Tomkins

AN ANTMerrorist security

cordon is to be enforced

around the City, London’s

financial quarter, in a bid to

frustrate bomb threats in the

capital, the Corporation ofLon-

don said yesterday.

The government has
approved a series of tough

measures, which include ring*

in* the City with 24 hour
police checkpoints, following

mounting concern at recent

bomb blasts, according to Mr
Michael Cassidy, chairman of

the policy committee at the
Corporation, the City's local

authority.

The checkpoints, which
will have the power to

monitor and stop any suspi-

cious vehicles, will be put into

Arms probe

told of MI6
hunt for gun
components
By David Owen

BH6, the intelligence service,

was involved In Europe-wide
efforts to hunt down compo-
nents for an Iraqi supergun
beginning in 1989, the Scott

inquiry into arms exports
heard yesterday.

Mr David James, chairman
of Eagle Trust - whose subsid-

iary Walter Somers made
snpergun components, gave a
detailed account of previously

undisclosed meetings he had
with the Intelligence agency in
the weeks leading np to the

seizure by Customs of eight
1,000mm diameter tabes des-

tined for Iraq in April 1990.

He dismissed suggestions
MI6 might have known before

1990 that British companies
were manufacturing snpergun
components and engaged in a
cover-up. Such claims would
not be consistent with the

“behaviour pattern" or
“enthusiasm to pursue every-

thing" of the individuals he
dealt with, he said.

Mr James said the initial

contact with M16 took place at
his instigation hi March 1990
after his suspicions had been
aroused by three tubes, des-

tined for Iraq, which he had
examined at Walter Somers'
north of England plant the
previous January.

MI6 explained that the
details he had given were
incompatible with the dimen-
sions of the parts for the
“monster" gun they were
looking for with other Euro-
pean intelligence agencies, but
that the tabes might be part of
a prototype for this larger
model, Mr James said.

506 said the larger gun
would be capable of firing a
tonne of anthrax a distance of
some 1400 miles, bringing Tel
Aviv within range of Baghdad.
The inquiry continues next

week.

operation within days.

Mr Owen Kelly, the commis-

sioner of the City of London

Pblice yesterday met with Mr
Cassidy to finalise details of

the security plan, which will

place checkpoints on the six

main entrances into the Square

Mile, blocking off all other

entry roads.

Against a background of

mounting concern that the

measures might be seen as an

propaganda coup for the IRA.

the Corporation of London was
at pains to down play the

move, pointing out that the

surveillance of vehicles was

already underway in the City,

following the Blshopsgate

bombing two months ago.

“This Is not a "ring of steel"

around the City as some of the

papers have called it” Mr Cas-

sidy said. But he admitted that

the checkpoints represented

the first stage in a broader set

of security measures now
being discussed with the police

and government departments.

These proposals, whicb
include restricting non-essen-

tial vehicle access to the centre

of the City, and increased

police and video camera sur-

veillance, are likely to be

announced, today.

City businesses and banks

yesterday gave (he proposals a
cautious welcome, although

they stressed that until the

fuller set of proposals were put

into force it was impossible to

predict the measures' likely

impact on the City's reputation

as a financial institution.

“As long as emergency
vehicle access was maintained,

and the City was able to func-

tion as a financial institution.

we would welcome the tighten-

ing of security,” the Stock

Exchange said.

Nevertheless, the proposals

have been greeted with con-

cern by some government offi-

cials, particularly in the

Department ofTransport, amid

fears that the scheme could be

a interpreted as a Incited suc-

cess for the IRA, which has

claimed responsibility for

'recent blasts, and create traffic

congestion.

The City of London police

yesterday refused to reveal

when further security mea-
sures were likely to be imple-

mented, although they
acknowledged that they were

currently • seeking approval

from the Secretary of State for

Transport for their own sepa-

rate scheme for extra traffic

surveillance in the area.

Hailey Royal Regatta, a bastion of amateur sport and part of the traditional British summer
season, started yesterday. A Harvard University eight from the US is among the favourites for the
Thames Cap and the German national flansa Dortmund crew is tipped to win the Grand

British Rail and subsidiary

give rival versions of accounts
By Richard Tomkins,
Transport Correspondent

AN EMBARRASSING rift

opened yesterday between Brit-

ish Rail and its Intercity sub-

sidiary as the two published
widely differing versions of

how much profit Intercity had
made last year.

British Rail announced that

InterCity’s operating profits

had slumped from £90.6m the
previous year to £65.1m
because of the recession. But
Intercity announced that a
combination of cost-cutting

and innovative marketing had
enabled it to push operating

profits up from £2m to £10.9m.

The discrepancy arose as
British Rail published its
annual results for the year to

March using new accounting
standards that boosted the
group’s profit and loss account
by more than £100m.
Under the old accounting

system, the recession-stricken

railway would have reported
pre-tax losses going up from
£144.7m the previous year to

£250m-£300m - the group's
worst financial performance
since 1985.

Under the new system,
intended to bring BR’s results

more into line with normal
•commercial practice, group
pre-tax losses appear as

£1635m compared to a restated

loss of £24.6m the previous
year.

BR used the new accounting
system to calculate Intercity's

operating profit But Intercity

separately announced its

results under the old account-

ing system, which appeared to

show a profits increase.

The opposition Labour party
and trade unions accused BR
and the government of using
“accountant's sleight of hand"
to make the results look better

in the run-up to the railways’

privatisation.

Observer, Page 17
Lex, Page 18

Nissan UK director jailed for 8 years
By John Mason,
Law Courts Correspondent

MR MICHAEL Hunt, the
managing director of Nissan
UK, the former West Sussex-
based car importers, was yes-

terday jailed for eight years at
Southwark Crown Court for

his part in Britain's largest

ever tax fraud.

This followed bis conviction

last Saturday far conspiring to
defraud the inland Revenue of

£55m in corporation tax by
helping to artificially inflate

freight charges for Nissan cars

imported to the UK from
Japan. When interest is added,
the total loss to the public
purse from the fraud is esti-

mated to be over £87m.
His co-defendant, Mr Frank

Shannon, a former finance
director with the Worthing-
based company, was sentenced
to three years imprisonment
after admitting, before the trial

began, to one offence of cheat-

ing the revenue.
Sentencing Mr Hunt, the

trial judge. Mr Justice Gate-
house, said the offence was “in
a category of its own. You real-

ise that tins is an offence
which is so serious that only a
custodial sentence is appropri-

ate. An immediate custodial

sentence which Is bound to be
a long one".

Sentencing Mr Shannon, the
judge said his offence - help-

ing to defraud the revenue of
£17m over a one year period
between November 1985 and
October 1986, was a less seri-

ous crime. He aIso gave him
credit for his guilty plea and
his co-operation with the
Inland Revenue.
During the two month trial

the prosecution said the fraud
was by fitr the largest ever per-

petrated on the inland Reve-
nue. The “prime mover"
behind the fraud, it alleged,

was Mr Octav Botnar, the com-
pany’s chairman who remains
in Switzerland.

The Inland Revenue will now
start civil proceedings to
recover some of the £67m from
Mr Hunt. Mr Shannon has
already reached a settlement
with the revenue, having
agreed to repay £I0m. Both
were barred from being com-
pany directors.

:
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Police attack

radical plan

for force
The government was warned

by the Police Federation yes-

terday that it risked “open
conflict” with the police ser-

vice if it adopted radical pro-

posals for changing pay and
conditions.

Recommendations from, a
government-appointed inquiry

chaired by Sr Patrick Sheehy,

chairman of BAT industries,

constitute one of the most rad-

ical packages of change ever

proposed in the public sector.

It would lead to aB police offi-

cers being employed on limit-

ed-term contracts, with pay
related to individual perfor-

mance and the demands of
particular jobs.

The Police Federation,
which represents all officers

op to the rank of chief inspec-

tor, said the recommendations
would torn police work from a
vocation into a “lob like any
other job". That would have
serious implications for the
way the service operated.

Mr Michael Howard, home
secretary, will deride what
action to take in September.

Coal output
rises by 23%
Productivity at British Coal
has risen 23 per emit over the
last year. Output is now 8l5
tonnes a man-shift. Mr Neil

Clarke, chairman, said
improved efficiency was the
best way of ensuring a future

for threatened pits.

Sick leave

levels cut
The number of days council
workers in London take off

sick has dropped by a third

over the past year, following

an investigation by the Audit
Commission, the public sector

efficiency watchdog.
A highly critical study by

the commission, published in

1990, found that sickness
absence averaged over two-
and-a-half times the national
norm in the 10 London coun-
cils studied in detail. The cost

of this excessive absenteeism
was calculated at £25 a head
for each local taxpayer within
the councils’ boundaries.

The follow-up report found
that time off has been cat from
an annual average of 16.7 days
per employee in 1990, to 11.5

days In 1991-92.

.

Public spending
proposals
Higher spending on education
and reductions in key areas of

social security spending were
urged yesterday by the Confed-
eration of British Industry. The
suggestions are part of a plan
to help industry while cutting
the £50bn government deficit.

The employers’ body called

for phased reductions in public
spending over the next three

years, bringing the total in
1996-97 to £10hn less than the
government’s target.

Within the total, spending on
training, export support and i

transport infrastructure should i

be protected from cuts, while
outlays in areas such as child

benefit and unemployment pay •

'

should be targeted more to. -j

nee^y people. The ideas are <

part of a CBI plan to reduce 1

the gap between government i

spending and income from an i

expected s per cent of gross i

domestic product'this financial 1

year to 3 per cent by 1996-97. s

export costs
.

Punitive credit insurance pre-
miums on exports to Argen-
tina and Lebanon are to be «rt
from today by NCM, foe lead*

. frig credit insurer in the UK.
The company says foe. cuts

are the first ever, and are
intended to •' aid Britain’s,

export effort

Analysis pointing to lower
risks of default means that
premiums currently .at 6 per
cent for Argentina are being
cut to &5 per cent For foe
Lebanon, the cot is from 6.33

per cent to L5 per cent .

t

Relaunch for

business school
Manchester University has per-

suaded Sir Terence Burns, per-

manent secretary to the .Trea-

sury, and Mr James Ross, chief

executive of Cable. & Wireless,

to help r&estaMteh-Manchester
Business School’s reputation
after last -year’s row over its

future.

Both will serve on the
school’s new board, with Mr
Ross as chairman. The board's
predecessor body- a council of

14 business leaden and former
Whitehall mandarins -

resigned 13 months ago amid
recriminations about the struc-

ture of the school.

The new board's first job vnQ
be to address a deficit at the
previously profitable school.
Financial .health partly
depends on reputation, which
in Manchester’s case ranks
with Harvard in the US, Insead
in France, and London and
CranGeld in the UK because of
the quality of its postgraduate
management education.

Documents leaked to the
Financial Times show a deficit

of £326,700 at the end of March

.

- £706,700 worse than a then-

budgeted surplus of £380,000.

Aerial spraying
policy defended
Mr Chris Harris, head of the

Department of Transport's
Marine Foliation Control Unit,

defended the practice of aerial

spraying when the govern-
ment’s contingency plans
came under scrutiny at foe
Donaldson Inquiry yesterday.

The bearing is Inditing at the
implications of the -Brder oil

spill off Shetland and has
examined foe government’s
strategy which relies on aerial”

spraying when oil pollution
threatens the coast
Questioned by Lord Donald-

son, chairman of the hearing;

Mr Harris insisted that there

was international agreement
that chemical dispersants were
an effective way of breaking

upon spills.

The inquiry learned that the

transport department spends
more than £3m a year on
seven Dakota aircraft which
are an standby to deal .with

Mg off pollution accidents.

Many teachers

‘unsuitable’
One in 10 newly-qualified

teachers is “unsuited to teach-

ing
-

, according to the Office

for Standards in Education.

In its first report on
the standards of new teachers

since taking over from Her
Majesty's Inspectorate earlier

this year, Q&ted said the find-

ing "raises foe crucial question

of bow these students were
selected for training, allowed

to complete their course suc-

cessfully, and gain appoint-

ments".
The National Union of

Teachers attributed the high

proportion of unsuitable candi-

dates joining the profession to

the high level of unemploy-,

men! “The difficulty in getting

a job now would persuade.

many people to stay in the pro-

.

fession, even if they are not

anWahlR."'

* I
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n,!e need took no
further than school

dassrooms. m England and Wales
around 35,000 schools teach ?m cfi
oreiL

This feet has hot gone unnoticed.
Glossy curriculum materials sentto
schools In recent months include a

of the tea trade.2^
by a consortium of tea companies a
fechpack on the war in the Atlantic
Induced by the Royal Navy and'
“Chance and Change", a gidde to
mathematics and how it can be

*® Phonal finances, pre-
par# by Pearl Assurance.
Although companies have been

providmg teaching aids on a limited
scale for years, schools have not
traditionally been regarded as a fer-
-tUe ground for promotional activi-
ties. But the introduction of the
national curriculum over the last
few' years is beginning to change
that

.

- aim-tin Skelton, of the Ipswich-
based educational sponsorship corn-
pax^ Fieldwork, gives two reasons
for this.

First, the curriculum has pre-
scribed what children across the
country should study in much more
detail than ever before. This mai«^
it easier for companies to prepare
material which they can be confi-
dent will fit in with children’s
scheme of work.
Second, according to Skelton, the

degree of prescription has made
teachers keener to embrace any-
thing which varies the standard
educational diet.

Done well, educational sponsor-
ship works excellently for all con-
cerned. Hard-pressed schools are
provided with useful material
which helps children, while compa-
nies demonstrate their caring cre-
dentials.

BP Oil UK, which spends around
£500,000 annually on educational
material, says: “The reason it's

done is a mixture of concern for

BP's overall reputation as a respon-
sible corporate citizen, and a genu-
ine concern fbr relevant educational
development."
The material can also educate

tomorrow's customers in ways
which might help the companies'
products in future (explaining
maths, for example, just might
make complicated investment prod-
ucts easier to sell) and establish a
brand namn at the same time.

Some companies use it as an aid

to recruitment. For example, J
Sainsbury. the retailer, produces a
series of worksheets about the
“days in the life'* of different work-
ers in retailing.

The company's policy Is: “We are

a major employer, so it’s very
important for us to have people
coming out of the schools system
with the sort of skills, abilities and

MANAGEMENT: MARKETING AND ADVERTISING
John Authers looks at the motives
of big companies which sponsor
educational course material

emGet
young

Some 82 per cent of schools accept help from businesses in curriculum development

interest in business that we need.”

Teachers are alive to the possibili-

ties of corporate help. The Depart-

ment for Education's figures on
school-business links show that 82
per cent of schools accept help from
businesses in curriculum develop-

ment ..

Responses to a questionnaire sent

by Pearl Assurance to all schools

which requested its mathematics
package found that 77 per cent of

schools had found some material

from companies very or quite use-

ful Most of the respondents said

that companies did have a role to

play.

However, Skelton makes it clear

that the work has to be done well
“Our main premise is that any
material has to be credible with
teachers. Otherwise they will proba-

bly throw it in the bin," he says.

This fate is likely to befall teach-

ing aids which include a sprinkling

of corporate brand-names. Compa-
nies cannot afford to be blatant
Rather, the aim should be simply to

be seen to have sponsored the work,
according to Skelton.

Jackie Miller, deputy general sec-

retary of the Professional Associa-

tion of Teachers, believes that com-
panies are sailing close to the wind.

"There have always been one or

two very poor primary schools

which have been terribly grateful

for anything they can get. I am not
sure they have perceived until now
the extent to which it's a barbed

hook. Some of the larger schools see

precisely what the companies are

offering and dislike it”

Any material which arouses that

kind of emotion will be counter-pro-

ductive. The National Consumer
Council’s guidelines now suggest

that all material should be tested in

schools before it is distributed, and
this is as good an idea for the spon-

sors as for the educators.

Product placement has to be han-
dled sensitively if the material is to

be used by teachers. Andrew Miller,

research and development director

of the University of Warwick's
School Curriculum Industry Part-

nership , points to at least one bla-

tant example which overstepped the
mark - Weetabix.

Two years ago, Weetabix devel-

oped a series of school books,
including a history book, in con-

junction with the Oxford University
Press.

The sponsorship was rammed
home to children in the illustra-

tions, which depicted all the histori-

cal figures it covered as bars of

Weetabix. dressed in the appropri-

ate costumes. According to Miller
“When something strongly branded
like Weetabix Is used in a sublimi-

nal way that's not good practice.”

A subtler example comes from
Pearl's series of worksheets. They
include the question: “Find out
what companies like Pearl do with
the money that people pay in so

that they can pay out so much more
than was invested in the first

place?" This is scarcely harmful,
but mathematics teachers might be
unimpressed.

Oil companies are prolific produc-

ers of curriculum material, with
both Esso and BP providing formi-

dable batteries of support-aids, par-

ticularly for science and technology.

Both, however, take the opportu-

nity to counter bad publicity about
pollution. For example, Esso pub-

lishes a pack detailing the clean-up

of Alaska following the Exxon Val-

dez spillage, which some might
think dwells disproportionately on
how the area has now recovered.

This kind of material is valuable,

but may fall prey to teachers who
disagree with it.

Marketing experts say there is lit-

tle point In designing material

“in-house”. Their advice is that

textbooks and worksheets are best

compiled by people with educa-
tional experience, and tested in

classrooms before distribution.

Material which passes the stringent

taste of both teachers and pupils

then has every chance of forming
part of an effective marketing strat-

egy.

Liberte, fraternite

and soon, equity
Alice Rawsthom on the selling of the Bahadur bond

C ue stirring music, softly

focused Images of muscular
construction workers and a

sonorous voiceover adjuring the

French to “show confidence in our
great country" and to rise to the

“challenge of proving that France

can wake up again”.

The casual viewer could be for-

given for thinking that this was a
party political broadcast left over

from this spring’s parliamentary
elections, an early bid by one of

the candidates for the 1995 presi-

dential poll, or even a Foreign
Legion recruitment film.

It is a television commercial for

the Balladur bond, the new French
government's special bond Issue,

with which Edouard Balladnr. the
conservative prime minister,
hopes to raise FFr40bn (£4.8bn) to

fond his economic regeneration
schemes.
The main aim of the commer-

cial, the [ynchpin of a FFr25m
“Invest In Our Future" advertis-

ing campaign, is to sell the bonds.
But it also has the objective of
persuading the French to transfer

some of the cash now in savings
accounts and money market funds
first into bonds and then into
shares once Balladur’s FFr280bn-
FFr360bn privatisation pro-
gramme starts in September.
“This is pragmatic advertising,"

says Nicolas Monnier, chairman of

Alice, the agency behind the cam-
paign. “We want as many people
as possible to buy Balladur bonds.

but we also want to encourage
them to start thinking about par-

ticipating in the privatisation
issues."

The unalloyed patriotism of the

Balladnr bond advertising con-

trasts with the frivolous tone of
the current UK promotion of the
third round of BTs privatisation.

Featuring the comedian Mel
Smith, the TV and poster cam-
paign is part of a long British tra-

dition of humorous advertising.

The private investor is an
important target for the BT sale,

but at least the UK government
knows that the issue will interest

the country's large pension funds.

The Balladnr government has
no such luxury. There are no pen-

sion funds in France becanse of

the state's stranglehold on the
pension system. There are also

Grand Emprunt d'Etat 1993 .

INVESTISSONS
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NOTRE AVENIR.
fewer individual investors than in

the UK. The shareholding popula-
tion donbled to more than 5.5m in

the last privatisation drive from
1986 to 1987, but has since shrunk
to 4.5m, partly because of the
October 1987 stock market crash.

When he launched the issue last

week. Edmond AlphandCry. econ-
omy minister, was at pains to
emphasise that, as a government
issue, the bonds were “absolutely

secure". His team has also devised

a string of incentives, including

tax breaks and equity plans, to

persuade investors to convert
their Balladur bonds Into privati-

sation shares.

At present the government does

not plan to launch a generic cam-
paign to promote the privatisa-

tions. The individual share sales

will be publicised by the compa-
nies concerned, such as Rhone-
Poulenc and Elf Aquitaine. This

means that the bond advertising

will play a critical part in shaping

public opinion in the approach to

the privatisation drive and the
Balladur government decided to

spend far more heavily on promo-
ting the issue than its predeces-

sors did for the Giscard bond in

1973 and the Bam bond in 1977.

The Balladur bond advertising

campaign is in two parts. The tele-

vision commercial is intended to

set the scene by raising public
awareness of the government's
plans for the bond and for privati-

sation. The radio and press adver-

tising offer more detailed informa-

tion about the financial attributes

of the bonds and bow they can be
converted into shares.

So far the issue seems destined

to be a roaring success. Econo-
mists expect it to beat Bahadur's
FFr40bn target It remains to be
seen whether privatisation candi-

dates will follow the government's

lead by trying to persuade people

to buy shares to help the economy,
rather than just to make money.
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Are you keying these tables into your
computer every day ?

Do you clip these tables from the FT and
archive them ?

Ensure accuracy and save time

FINSTATs Electronic Currency Feed offers:

- exchange rates supplied directly to your

computer
• delivery the evening before they are

published in the FT
vp spot and forward rates against Sterling,

Dollar and ECU - online or on disk

V- To find out more about this service call

Wendy Jobbins on (071) 873 4613
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DOING BUSINESS
IN RUSSIA?

Save time, effort and money at the start

All foreign companies wishing to conduct
business in Russia need to register there. In

Moscow, registration is handled by the Moscow
Registration Chamber. Fortunately, this process

-can be relatively quick and easy, thanks to

Financial Izvestia which is now offering the

Moscow Registration Chamber’s own Guide to

Registering Companies in Moscow. Written in

English and in collaboration with tbe

international law firm, Salans Hertzfeld &
Heilbronn, this invaluable Guide

Enables you to select the most suitable legal

structure for an enterprise

Supplies checklists so you avoid common
mistakes when registering

Provides sample registration forms and letters

to obtain the relevant authorisations

Lists addresses and contact details of key
agencies in Moscow

Much of this information is simply unavailable

elsewhere and will be of real practical everyday

use to anyone intending to do business in Russia,

as well as legal, financial, accounting and other

advisors.

The Guide to Registering Companies in Moscow
is available exclusively from Financial Izvestia —
to order your copy, see below.
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Through centuries of feast and famine,

\ ;£> . boom and bust, gold has been a consistent
Cf—'s.^

store of value, prized for its beauty, and
trusted as a medium of exchange.

Paper assets can soar, or sink so low they're

worthless. But gold has intrinsic value. For over

5,000 years, no one has ever said of gold, “It’s

not worth the paper it’s printed on.” When
you buy gold, you have acquired something solid.

As solid as gold is, it is also extremely liquid.

Bullion coins make gold convenient to

;

• hold and easy to acquire (in sizes as

small as 1/20 ounce). Gold bullion

coins can be readily bought-and sold -

through banks, brokers or coin dealers,

anywhere in the world.

Each bullion coin on this page is legal

tender, fully backed by the government that mints it.

Today, we live in times oftumultuous change. Borders

shift. Economies expand and contract. Wars flare up.

Businesses collapse.

It seems that all we have that’s certain is uncertainty.

And gold.

Liquid. Solid.Gold.
fas' WORLD GOLD COUNCIL
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B
olstered by government

approval for a number of

clinical trials in the US,

gene therapy - the process

of reencoding the DNA in cells - is

on the verge of commercialisation.

Once confined to scientists’ labo-

ratories, gene therapy is now a

defined and growing industry. New
companies in the sector are spring-

ing up ail over the US and a num-

ber have obtained approval from

the federal Food and Drug Adminis-

tration to conduct clinical trials on

treatments for diseases ranging

from cystic fibrosis to brain cancer.

One of the first human trials

approved for gene therapy, a treat-

ment for ADA (or "bubble baby*

disease), which causes children to

be bom without an immune system,

was launched three years ago, and

has shown promising results. If

clinical trials on other diseases go

as well, companies in the sector say

they may be marketing products as

early as 1997.

"The concept of using genes as

drugs is revolutionary and will

greatly expand possibilities for

treating various diseases,” says
Ronald Crystal, a professor at Cor-

nell University medical school and
an authority an gene therapy. "The
commercial opportunities are very

exciting."

Gene therapy is a spin-off from
biotechnology. But whereas biotech-

nology makes use of synthetic pro-

teins as drugs, gene therapy aims to

change the DNA structure of cells

so that they will produce therapeu-

tic proteins in the body. Originally

seen as a way of addressing congen-
ital gene deficiencies, such as those

that lead to cystic fibrosis and
haemophilia, gene therapy is now
being considered for possible use in

the fight against cancer, Aids and
cardiovascular diseases.

As the link between
specific genes and
diseases becomes
more evident, the

applications for gene
therapy broaden

The expanded focus not only
makes the approach more promis-

ing from a medical standpoint; it

also increases the commercial
potential of gene therapy products.

"The market size for gene therapy
will be defined by the disease tar
gets," says Marc Schneebaum, chief

financial officer of Genetic Therapy,
a leading gene therapy group.
"There are only a 100 or so patients

In the US with ADA disease. But
there are 30.000 with cystic fibrosis

and millions of Americans contract

cancer every year."

As the link between specific

TECHNOLOGY
The commercial opportunities for gene therapy are

growing by the minute, reports Victoria Griffith

A market that

could spiral
genes and diseases becomes more

evident, the possible applications

for gene therapy broaden.

"More genes are being discovered

to be the cause of certain diseases,

which means that gene therapy

may be used to treat a wide range

of illnesses," explains Alain

Schreiber. president of the gene

therapy group Vical. For instance,

non-smali-ceU lung cancer - the

most common form of lung cancer -

has now been associated with the

inactivity of a gene that normally

suppresses tumour growth.

To get the
.
recombinant DNA

sequences Into the target cells,

researchers rely on carriers such as
crippled retroviruses. These inac-

tive viruses invade the cells and
alter their DNA structure. The use

of these viruses, though, has caused
some concern about possible side

effects. "Retroviruses are known to

undergo a recombination if a helper

virus is around,’' says Schreiber.

“They are always risky."

As a result, some researchers

have switched to adeno viruses -

the class of viruses that causes com-
mon diseases such as colds - as a
safer bet "The problem with these

is that they are very promiscuous,"

says Schreiber. "They are difficult

to control.”

Vical has turned to liposomes -

tiny globules of Eat - as an even
safer, though less effective, means
of gene transfer. In the UK, too,

researchers are tending to favour

liposomes rather than viruses. "The
impact may not be as long-lasting,

but that may be desirable. If a ther-

apy is temporary, it's much easier

to control in case something goes
wrong,” says Schreiber.

Despite its promise, gene therapy
faces a number of hurdles on the

way to the medical marketplace.

The most pressing problem is how
to get the treatment Into the
patient

Because of the risks involved,

most gene therapy trials continue
to rely on an ex tmo approach, by
which cells are removed from the
patient’s body, treated, then rein-

troduced after a period of monitor-
ing.

One company - Genetic Therapy

- has moved to m vivo trials for its

brain cancer treatment, treating

cells in the body of the patient The
company asserts that the process is

safe, since the carrier virus attacks

only rapidly proliferating tumour
cells. However, a great deal of con-

cern lingers over in otbo treatments.
ubi vivo gene therapy is much

riskier than ex vivo” says David
Carter, president of the group
Somatix Therapy. "Outside the

body, you can monitor the effects of

the treatment. Inside you can’t.

What if the virus invades the wrong
cells? If it does. It could cause
genetic modification."

Some observers argue that
because gene therapy is being used

to treat a number of fatal diseases,

the risks are relative. “When you’re
talking about a brain cancer patient

who has maybe nine months to live,

the risks seem less important," says
Schneebaum.
"Radiation and chemotherapy,

the methods commonly used now.
are known to have serious side-ef-

fects. Our brain w»thw treatment,
although it may have risks, has not
yet been shown to have any side

effects at alL"

Ex vivo therapy may be safer, but
because it is Car more difficult to
artminlalw Ite iwmmwrial potential

is limited. “Clearly, er vivo treat-

ment is pretty cumbersome for any
mass drug, since it can’t be bought

in a drug store, or even obtained at

a doctor’s office.” says Alan Smith,

head of the genetic therapy pro-

gramme at the biotechnology group

Genzyme. “Eventually, the form of

treatment for gene therapy will

have to change if it is going to be

widely available."

Another problem for the sector is

obtaining intellectual property

rights. The FDA has sent mixed sig-

nals on the viability of patenting

gene therapy products. Although

the industry has applied for a num-

ber of patents, few have been

issued. “There are controversies

about the patenting of gene seg-

ments, and dearly this is a major

concern for the sector,” says

Schneebaum.
Financing is another hurdle.

When biotechnology got under way
in the 1970s and 1380s, Wall Street

and venture capital groups were

only too willing to finance start-ups.

Gene therapy also appeared attrac-

tive to investors about 18 months
ago. The venture capital market has

now almost dried up. though, and
the uncertainty surrounding the

Clinton administration’s health
reform programme is wmfcfog ft dif-

ficult for all pharmaceutical groups
to raise capital

Like biotechnology groups in

their early years, some gene ther-

apy groups have turned to licensing

agreements with larger pharmaceu-
tical groups to obtain financing for

research mid development Still, lic-

ensing may not be a solution for

everyone. "We want to obtain finan-

cing, but we don’t want to give

away the store," says Stewart Par-

ker, president of the gene therapy

group Targeted Genetics.

Many observers see a number of

parallels between the position of

gene therapy today and the position

of biotechnology groups 10 years
ago. "A lot of gene therapy groups
are where the Amgens and Gene-
techs were in 1983,” says Fernando
Quezada, executive director of the

Biotechnology Centre of Excellence

in Boston.
Despite the scientific and busi-

ness similarities between the two
fields, there is strangely little cross-

over. Biotechnology groups Biogen
and Chiron say they are looking
into gene therapy but the only
group with any actual commitment
to the new is Genzyme.

?It may be that most biotechnol-

ogy groups, which are facing a
number of risks already, see gene
therapy as an added uncertainty,”

says Smith. "We see it as an excit-

ing opportunity."

As in the biotechnology industry,

the road to enmTnemailsafi/m will

probably be riddled with potholes,

but as the gene therapy industry

matures, more believers are betting

that the new approach will not only
offer important medical advances
but generate profits as wefi.

Telecoms gets in

on high-wire act
By Della Bradshaw —

Aradio-controlled robot,

looping along the power

cables between electricity

pylons, is helping the UK’s power

distribution company. National

Grid, to build a nationwide

telephone network in record time.

Energis, the telecommunica-

tions arm of the National Grid,

expects to offer a long-distance

phone service to 7fl per cent of

the population of England and
Wales by April next year, only

11 months after being awarded,

a telecommunications licence.

Energis does not have to dig

up Die roads to lay the cable, nor

get planning permission for

telephone poles or ducts. Instead,

it is exploiting its investment

in the electricitypylons - or
“towers” as they are known in

the trade - which span the

country.

Fibre-optic cables, which will

form the backbone of the new
network, are beingwound around
the earth cable - also known as

the ground wire - which is the

cable looped from the top of the
pylons. Heath Robinson-like
machines which lash the fibres

around the cables moveat the
rate of one metre per second,

providing swiftest installation.

Focas, part of the Cookson
Group, which Is the major
supplier of the wrap-around fibre,

is supplying similarsystems to

electricity generating companies
as for afield as Scotland and Hong
Song, the VSand Scandtoaria.

They are being used by tiie

electricity companies either to
carry their own internal

communications or for services

to sell on to customers.

Focas managing director Ray
Grimwood believes it is the
regulatory environment and the
culture, not the technology, that

is preventing other electricity

suppliers from following suit
As well as providing rapid
competition to monopoly phone
companies, such systems could
also provide phone services to

any rural area with a power
supply. Eastern European
countries and China, for example,
could be big beneficiaries.

Electricity suppliers have three
technical options in choosinga
phone network to link in with
their electricity supply. Hie first

is to wrap the fibre round the

earth cable, which is a swift and
relatively cheap optiou if the
earth wire is new and will remain
in place tor several years. -

If the earth wire Is old and due
to he replaced, power companies
often prefer tire second option:

replacing the earth cable with
one which incorporates the power
wire and the phone wire in the

. same plastic sheath. Such systems
are also useful if the electririty

company is extending its power
network or in countries which
lack both electricity and phone
services.

The third option is to drape
the optical fibre cableabetween
the pylons. The simplicity of this

scheme brings its own problems,
despite years ofwork on the

technology by optical fibre

companies. Energis, for example,
rejected the self-supporting

draped cable because it believed

that the cable would be physically

damaged If used in close -

conjunction with its high-capacity
transmission lines.

Developing the wound cable

was not easy either. Looped round
the earth wire, the cable has to
withstand ultra-violet radiation

and mow. The earth wire is also
designed to take lightning strikes,
when tiie temperature can rise

In a flash to 200°C or 300°C. So
Focas bad to develop a specially

cured crossTinked polyethylene
jacket to ensure that tiie weather
does not affect services.

Today each fibre installed by
Focas can cany 58SMbit/s of
information - enough to allow,

say, SJ0O0 simultaneous voice

conversations, 8,000 pages of text

a second and 10 odour video
signals to be sent on a single pair

of cables.
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Carter for CU
Tony Brand can take some
pride in the fact that he will

leave Commercial Union, the

UK’s biggest Insurer, in a bet-

ter state than when be took
over the job of chief executive
in 1986. CU bad suffered con-
secutive years of losses when
Brand was called in from the

group’s US subsidiary and it

was regarded as tiie fallen star

of the industry.

Brand retires at the end of

this year - just five months
before his 60th birthday - with
CU, widely recognised as the
most successful of the UK
insurance companies.
John Carter, 55, (right) will

take over the top job. Carter, a
mathematician and actuary,
has been an integral part of
Brand’s senior management
team since 1987, along with
Tony Wyand, finance director.

“We’ve been very pleased we
have managed to make a
change," says Brand, who says
he will leave the "ship in good
order". No change to CU’s
established strategy, which
focuses heavily on increasing
the sire of life insurance busi-

ness, is anticipated.

Brand says he is “not
ingrained with the City and its

foibles”, does not maintain any
business activities and will

retire to the country, pursuing
interests in military history
and archaeology.
He will also travel a good

deal, visiting Australia as well
as the 18 countries "where he
hasn’t yet slept". With Brand
planning a trip to the Baltic

states in the summer, that
number should soon be
reduced to 15.

Financial and
insurance moves
Ken Lewis has been

appointed director of the CO-
OPERATIVE BANK, responsi-

ble for human resources, legal
services, group property and
group quality.

Stephan Collins has been
appointed a sailor vice-presi-

dent ofPARIBAS ASSET MAN-
AGEMENT to cover northern
European marketing out of
London. He joins from UBS
Phillips £ Drew International

Investment
Adrian Coates has been

appointed director of WAR-
RIOR INTERNATIONAL.

Crispian McCredie has been
appointed as marketing direc-
tor of SBC Portfolio Manage-
ment International Limited

David Kerr and Sheena
Harding have been appointed
directors of INTERCAPITAL
COMMODITY SWAPS.
Nick Becker has been

appointed by M1NET as md of
its marine energy division and
a director of international
broking.

SIB poaches solicitor
The Securities and
Investments Board has
appointed Mr Guy Sears, a
solicitor with City law firm
Denton Hall Burgin & War-
rens. to the newly-created posi-

tion of head of enforcement
litigation.

Civil litigation is a growing
part of SIB’s enforcement
activities. There have been 46

cases in the last five years
involving injunctions, restitu-

tion orders and compulsory liq-

uidations under the Financial

Services Act
The growing case load

prompted S05 to develop tiie

capacity to handle the work
in-house. Until now it has
relied on law firms such as
Denton Hall to do the litigation

work for it •

Mr Sears has done several
cases for SIB and has consid-

erable experience in insolvency

litigation, making him a natu-

ral choice, a former colleague

at Denton Hall said.

Mr Sears, who will join SIB’s

legal division today, said that

over the next two to three

years he hoped to build up
SIB’s capacity to handle all but

the very largest cases in-

cuse.

By moving to SIB he has

-given -up the chance of high

fixture earnings as a partner in

a lucrative City law firm, but
confessing to ambitious in the

regulatory field, he said he had
never viewed law firm partner-

ship "as the be-all and end-

all”.

Just 32, he came late to the

law having read natural sci-

ences at Jesus College, Cam-
bridge, Qualifying as a solicitor

in 1987. Lawi however, runs in

the family. His father is a

judge in Hong Kong.

Sir Tom steps
Sir Tom Cowie, -(right) one of
Britain's longest serving chair-

men, is to call it a day. After 45
years as chairman of T Cowie,
the Sunderland-based motor
dealer. Sir Tom has announced
that he plans to step down
from the board at the end of
the year and take the title of

life president
Sir Tom, who will turn 71 in

September, founded his busi-
ness around a motor cycle
repair shop in Sunderland and
the boardroom still stands on
the spot witere Sir Tom once
repaired motorcycles.
He brought bis company to

the stock market 30 years ago
and it has grown into one of
Britain's top four motor dis-

tributors, employing over &500
people, with a turnover in
excess of £80Qm.

Sir Tom only split his role In

199L appointing Gordon Hodg-
son, 61, as chief executive. It is

unlikely that Hodgson will
move up to be rhsrirmnn and

the group Is looking to appoint

an independent nonexecutive
chairman' designate. Lord Ell-

iott of Morpeth, a former Con-

servative MP, is the company's

only non-executive director

and the intention is to recruit

two more.

Audit watchdog appointments anger councils
The latest two appointments to
the Audit Commission have
put noses out of joint among
local authorities.

The two appointees - Sir
Peter Kemp, formerly second
permanent secretary at the
Cabinet Office, and Ms Kate
Jenkins, who was head of the
prime minister's efficiency nwft

from 1986 to 1969 - have distin-

guished governmental careers

behind them but neither has
experience of local
government
The Labour-controlled Asso-

ciation of Metropolitan Author-

ities argued against the
appointments when it was con-
sulted. A spokesman said: "We
are not happy about this. Peo-

ple with experience of local

government are under-
represented.”
The number of commission-

ers on the local government
watchdog has recently been
enlarged to 18. However, only
five have local experience,
according to the AMA - the
same number as in 1991, when
there were 14 commissioners.
Both appointments are effec-

tive from today for a tenn of

three years. They, were made
jointly by the environment sec-

retary, Mr John Gummer, the

Welsh secretary, Mr John Red-

wood, and the health sectary,

Mrs Virginia Bottomley.

Accountancy professions,

employers’ organisations and

trade unions were also

consulted.
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german banking and finance
F

rankfurt is now the
undisputed financial cap.
ital of Germany, is it on

the verge of becoming the
financial capital of Europe*
iGennan financiers, industri-

aifsts ana politicians hone that
Frfflikfurt will be formally
anflmted in this role sometime
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Community countries finally
-.jrffrqp their collective mind
miere to locate the future
European Central Bank.

l
?v

a larS® extent.
.

- whether the new institution is
tote located in the dty or not,
Rramtfurt already occupies the
position of Europe’s financial
capital - because of the
authority of the Bundesbank.
Mil Bekarrliekkeit - “with

ruthless determination and sin-
gJemindedness,'’ as they say in
Germany - the Bundesbank
has fought a successful battle
with inflation for decades.
Hence its unmatched credibil-
ity in the financial world.
Since last autumn, when the

Bundesbank's refusal to give
way to widespread calls for
cheaper money led to turmoil
on. international currency mar-
Sets and to the partial
break-up of the European
exchange rate mechanism
(ERM), that credibility has
weakened.
Germany is wrestling with a

deep recession, ft is belatedly
counting the cost of the 1990
reunification of the two halves
of the country. Inflation is run-
ning at an annual rate of about
4 per cent; more than twice the
central bank's target of 2 per
cent, and higher than in many
European countries with less
discipline in such matters.
In late June the D-Mark hit a

15 month low against the US
dollar and the French took the
opportunity to cut their rates
to below German levels (the
first time in 26 years that the
French have been able to do
so). French government offi-

cials talk about the possibility

of the franc displacing the
D-Mark as the anchor currency
for the ERM. So far this has
not happened. De facto, Euro-
pean interest rates are still set

by the members of the Bundes-
bank council at their meetings
on alternate Thursdays.

Calls from the French eco-

nomics ministry late last
month for “nryordin^ted talks **

with Germany over easing
monetary policy received short

shrift from the Germans. Theo
Walgel, the finance minister,

politely reminded the French
that the Bundesbank's inde-

pendence was inviolable and
cancelled a planned meeting
with his French opposite num-
ber in Paris.

Although interest rates have

eased since last autumn (the

discount rate is down from a

high' of 8-75 per cent in July

Deutsche Bank's twin towers (left) and Dresdner Bank’s single one fright) do not overshadow the Bundesbank,

Germany's central bank (above), which pursues a path of rigorous orthodoxy in the deliberations of its council

(below). It is said that Hans Ttotmeyer, the next president, differs from Ms predecessor Helmut ScMesinger only
in that Mr Tietmeyer prefers to take the 0ft rather than waft if) the 12 floors to his Frankfurt office
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Determined to give a lead in Europe
Financial services have escaped recession so far: bank profits are up, the Bundesbank. is steadfast against

inflation and the private sector strengthens Germany as a financial centre. David Waller reports

last year to 12& per cent now,
and is widely expected to be
down to 5 or 6 per cent by the
end of the year) there has been
no great reversal of the huge
flow of international money
invested in the D-Mark in
1992-93. Economists calculate
that foreign investors invested
DMl90bn in the D-Mark in the

14 months to the end of Febru-

ary this year, more than twice

the level in 1991, the previous

record year.

This inflow helped to propel

a bag rally in the price of Ger-

man Bunds, where yields tum-
bled from over 9 per cent to a
low point of 6.45 per cent in

mid-April. Since then prices

have dropped and the yield is

hank up af ahoof fi.75 - but in
spite of pessimistic forecasts,

yields of 7 per cent or higher
have not yet come to pass.

The influx also helped the

profits of the "Frankfurt-based
financial community. While
the impetus to record profits

last year at the large commer-
cial banks came from growth
in lending business, trading
gains and commission income
from securities business are

the reason for donble digit

increases in the banks' total

operating profits over the early

months of the year.

This has allowed banks to
predict “satisfactory” earnings
for the year as a whole, mean-
ing that these big financial

conglomerates - along with
construction companies -

count as one of the few sectors

in the stricken German econ-

omy to be generating healthy

profits growth at this point in

the economic cycle.

The healthiness of banks'
profits is exaggerated by the

feet that they do not disclose,

their full exposure to bad and
doubtful debts. Provisions are

undoubtedly climbing - and
will be revealed for the first

time in some detail when the

hanks report their interim fig-

ures later this summer.
But whatever the true pic-

ture of banks* earnings, they

are not on the verge of the

structural crisis afflicting Ger-
man manufacturing industry.

Notwithstanding predictions

of a shake-out in Germany’s
banking community, the only
real consolidation is in the
public sector, with the Dussel-

dorf-based Westdeutsche Lan-
desbank acting as catalyst to a
series of mergers and new stra-

tegic alliances among state-sec-

tor institutions.

The German financial ser-

vices sector as a whole, which
encompasses regional financial

centres in cities such as

Munich, Dflsseldorf and Ham-
burg. has benefited from a
series of recent measures
designed to strengthen Fm-
anzplatz Deutschland - Ger-

many as a financial centre.

These include the creation of

Deutsche BOrse, the German
stock exchange - from the
beginning of this year. This

has been put together on the

initiative of the Frankfurt
exchange, the biggest of the

eight exchanges in Germany,
where about 70 per cent of
total German securities turn-

over is conducted.

The new body brings the
j

Frankfurt Exchange and the '

DTB Deutsche Terminborse
(the German futures and
options exchange) together
under the same roof as the
Deutscher Kassenverein settle-

ments organisation. Some 40
per cent of the new organisa-

tion is owned by regional (non-

Frankfurt) banks and the
seven regional stock exchanges
(excluding Frankfurt).

Christopher Parkes notes a friction-free transition at the Bundesbank

Team strategy unchanged
T

HE substitutes are wanning up and

will be on the field soon. One thing

is certain: when they take over this

antiunn, team strategy will remain

unchanged. As for tactics - that depends

tm the pressure from the opponents.

The recent confirmation of Mr Hans

Tietmeyer as the next president of the

Bundesbank and the nomination of Mr
Johann Wilhelm Gaddum as his number
two- ensures a friction-free transition at

the top of Europe's most influential cen-

tralhank End a seamless continuation of

the central bank’s rigorous policy.

.. Mr Tietmeyer, it is said, differs only

from Ms predecessor Mr Helmut Schles-

ringer in that he prefers to take the lift

' rather flmn walk up the 12 floors to bis

. Frankfort office. On the issues that mat-

ter^ the stability of the D-Mark and the

cre^Ebility of the Bundesbank - he could

6e* Sehlesinger clone.
•

-.-Itr. Gaddum, his dry. low-profile

vice-president, is more of an unknown.

But^n his current job in the Bundesbank

-directorate, in charge of money and

*wftt, be has proved himself a skilled

monetary manager - equally dedicated to

-tt&issues that matter.

Mr Gaddum’s department has own
mainly responsible over past months for

engineering the application of the Bund-

tehamfc’s interest rates policy, comprising

.ffffcfes of sporadic small steps down-

iraafe Cwhat Mr Otmar bstng, Mr Gad-

dttrn.V directorate colleague, recently

called “dribbling”). Mr Gaddum was also

' the .prime mover behind the bank’s dm
*tea to reduce minimum r^rve reqrare-

amts under which banks were obliged to

deposit up to 12 per cent rf tiiefr cu^omer

deposits, interest-free, with the central

bank. Be himself said the move would

teh German hanks' competitiveness. Oth-

described the changes as a “tremen-

flous" boost
lir(f

Outriders are somewhat ww» i

tintifhis management of interest rates.

.: h most of the moves this yearsso fer#

Hr Gaddum’s team has first steered drrwn

.
|°«Menn money market rates,

^ i toe-tuniug of the rates at which tee

- BtuuSnksuppUes ftmds to commermd

hshK. This has opened up scope for the

Junk to execute judicious reductions

^.inieniationaBy-
- ®tebunt and lombard rates. The process

been vociferously support^
Jy

ms

*$fiflgnes, who continually point out teat

T^S of German borrowings are tied

the lone-term rates.

Fkiandal Journalist* sprint to telephone* on tho news that the Bundesbank has cut lending rates

Unconvinced foreign politicians and

industrialists have pleaded in vain for

bigger, more frequent cats on the basis

that a German lead will allow reductions

elsewhere which in turn will help fuel

recovery from recession. Appeals from

within Germany, where the Bundesbank

is viewed as the country's most trustwor-

thy institution, have been relatively few.

Taken to task on its “International obli-

gations" the bank presented a united,

Stubborn front. Lower interest rates were

not the only or the most effective way to

help recovery, it said. For lasting growth

and lasting stability, each country had

first to put its own house in order -

German; in particular.

In paraphrase: instead of concentrating

on rising insolvencies and unemployment

and failing company profits, politicians

should consider the deeper symptoms of

malaise. Most of all the bank denounces

runaway public sector deficits which

“crowd out” potential private sector

investors from capital markets.

The Bundesbank was particularly

angered by the German governments

first attempt at producing ®

darity pact From a design draft for a

package of spending cutswhich was

intended to help Germany fund recovery

in the east, the Bonn government, m
cahoots with the opposition, employers

and unions, concocted a range of new

toes and levies which will cost

als and companies the eqoivrient of2 per

cent of gross domestic product a

The bank, acknowledging the

will which had gone into generating tne

^aement, nS with

restraint Chancellor Helmut Kohl had

made important political gains, but he

bad ignored Frankfurt's persistent warn-

ings that spending cuts had to come
before tax rises.

When it became dear, in late spring,

that the holes in the federal budgets wore
too big to be filled by the proposed tax

increases (an estimated DMIOObn of

savings was required until the end of

1996), the bank bad had enough. It

stopped “dribbling" with interest rates

and resinned vigorous campaigning for

real cuts. Ostensibly addressing the world

at large, but dearly berating the Bonn
government, Mr Schleringer and his col-

leagues pulled no punches. They proposed

that unemployment pay should be
reduced and suggested that countries

building up their social welfare systems

should slow the process and consider

whether they were on the right track.

In response to calls for public spending

programmes to promote growth, Mr Iss-

ing suggested the proponents should stop

trying to fool themselves into believing

that such projects created anything more

a flash in the pan. All that was left

after the flash, he said, was a residue of
j

debt which had to be serviced. It would be

far better to stop subsidising “dying”

industries: steel, shipbuilding and agricul-

ture for a start

The Bundesbank seldom uses such
direct language, but its temper has been
tested by critics at home in Germany who
seem to suggest that it should abandon,
temporarily at least, the policies which,
for 30 years and more, have helped keep
German inflation and unemployment
lower than almost anywhere rise in the
industrialised world.

According to Rolf Breuer, the

first chairman of the German
Exchange, this gives Germany
one of the most modem stock-

exchange structures in the
world - the only exchange
which brings equities and
futures trading under the same
roof as settlement services.

The focus of future develop-

ment will be on technology, to

bring out the benefits of this

structure; benefits which,
Breuer admits, are latent

rather than actual at present
German financiers have laid

heavy emphasis on technology.

For example, they have spent
tens of millions of D-Marks on
the development of the screen-

based DTB. founded only three

and a half years ago, and on
Ibis, a computerised share-deal-

ing service for leading equity
and fixed interest issues.

Since the service was intro-

duced, in April 1991. this has
become the second biggest

exchange in Germany,
accounting for 30 per cent of
trade in leading German
shares. According to Mr Rudi-
ger von Rosen, the outgoing
chief executive of the Frank-
furt Stock Exchange. Ibis has
also succeeded in pulling back
a significant amount of busi-

ness in German shares from
London to Germany.
But in the battle with other

financial centres, German
financiers recognise that the

regulatory environment must
be improved.
On the one hand this means

a tightening of regulation.
Next year Germany will finally

get legislation which will make
insider dealing a criminal
offence, and create the German
equivalent of the Securities &
Exchange Commission, the
body which regulates the US
securities industry.

Calls for these measures
have intensified since union
chief Franz Steinkuhler was
forced to resign as bead of IG
Metall after he bought DMlm
shares in a Daimler holding
company shortly before the
shares enjoyed a sharp
increase in value.

He has denied insider deal-

ing based on information
gleaned from his former posi-

tion as member of the Daimler
supervisory board. But the
affair highlighted the absence
of law forbidding the practice.

On the other hand. Fin-

anzplatz Deutschland is clam-
ouring for deregulation which
will allow its institutions to

compete more vigorously with
their rivals in London or Lux-
emburg. The chief complaint is

against minimum reserve
requirements, which oblige

banks to lodge funds with the

Bundesbank whenever they
take a deposit, making it diffi-

cult for them to compete with
banks based where such
reserves are not required.

The Bundesbank obligingly

halved the requirement earlier

in February this year. It may
do away with the requirements

altogether after Mr Hans Tiet-

meyer succeeds Mr Helmut
Schlesinger as president of the

central bank on October 1.
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welcome your call. Hamburgische Landesbank. Your individual consultant.

Moorgate Hall, 155 Moorgate, London EC2M 6XB Tel.: 071 972 9292. Fax 071 972 9290
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A couple of anecdotes give

a flavour of the deep

divide between the

Anglo-American style of capi-

talism and the Germanic
approach.

First, a British magazine
reports that the newly-

anointed chief executive of a

big German^ spilt some

Blfltwurst sausage on his new
shirt just before an important

engagement. The report, far

from being laughed off,

Incomes the subject of debate

at the bank's next board meet-

ing. How dare Anglo-Saxon

journalists write about such an

important personage in this

way? The bank contemplates

cutting back its - already min-

imal - contact with the inter-

national press still further.

Next, the finance director of

Daimler-Benz, Germany’s larg-

est company, casually tells this

writer what the group's profit

figures are going to be this

year and next
The banker's sensitivity to

the Blfitwurst story, in the

first example, highlights more
than mere lack of sense of

humour. It reflects the ten-

dency of senior German man-
agement to be removed from
criticism of any kind - not just

about their eating habits but

also their financial perfor-

mance.
In the second, the willing-

ness to let slip highly sensitive

information Is indicative of a
cavalier approach to the mass
of shareholders. It can be taken

for granted that Germany's big
banks and Insurance compa-
nies - which own large stakes

David Waller studies Germany’s corporate style

Shareholders on sidelines
in numerous large German
companies - know the figures

long before they slip out in the

interviews and presentations.

Other, shareholders are not so

well served.

But there is no point in

becoming morally indignant

about the way corporate Ger-

many works. The stock market

simply does not have the

importance for the German
economy, and for German com-
panies that it does for the econ-

omy and companies in other

countries - with profound con-

sequences for the way compa-

nies are managed.
While the German economy

accounts for 25 per cent of the

European Community's GNP,
and 24 per cent of its popula-

tion, the market capitalisation

is only 16 per cent of the Euro-

pean total- There are only 665

companies on the German mar-
ket; at the end of last year they
were capitalised at about
$333bn, accounting for 18.6 per

cent of Germany's GNP. In the

US, the market accounts for

66.4 per cent of GNP, in Japan
62 per cent and in the UK
nearly 99 per cent.

German entrepreneurs prefer

not to come to the stock-mar-

ket They are averse to becom-
ing the slaves of short-term
profits expectations - and they

do not like the personal public-

ity which comes from having a
stock-market listing. When a

business reaches the point

where an infusion of external

equity capital would help it

grow, it often decides not to

grow any further. Or it sells

itself to one of Germany's
many family-controlled indus-

trial holdings groups.

Entrepreneurs who do seek a

market listing make sure that

perform is exerted by the

hanks and Insurance compa-

nies whidh dominate German
supervisory boards. The yard-

stick by which management
performance is measured is not

published profits; the supervi-

sory board will have access to

internal measures of profit per-

formance. There are other cri-

teria, too, by which the success

of a company will be judged;

for example, capital expendi-

There is little need for management to justify Hs

actions to the broad cross-section of shareholders

- except perhaps at ritualised events such as

the annual press conference or at a meeting of

shareholders.

control stays with manage-
ment rather than the market.

A typical move would be to list

only 25 per cent of the share

capital
Even much bigger companies

try to make sure that control

does not pass away from a few
friendly (usually German insti-

tutions) to the equity market
as a whole. There is an empha-
sis on "shareholder stability" -

niat. is, arranging matters so

that there is no possibility of

management becoming unset-

tled via unfriendly takeovers.

Pressure on management to

ture; growth In turnover; con-

tribution to the local commu-
nity; improvement in friendli-

ness to the environment
The debate over manage-

ment performance takes place

behind closed doors. There is

little need for management to

justify its actions to a broader

cross-section of shareholders -

except perhaps at ritualised

events such as the annual
press conference or meeting of

shareholders.

Communications policy at

some of Germany's larger
listed companies is changing

"Investor relations” and

“shareholder value” are terms

increasingly bandied about by

by senior German managers.

Partly this is lip-service - but

it does reflect a growing readi-

ness to take the interests of

foreign institutional sharehold-

ers seriously.

These investors own between

40 and 50 per cent of the small

frefrfloat on the German stock-

market, and a high percentage

of shares in some large, indi-

vidual companies. As yet they

are not represented on the

supervisory boards of the com-

panies that they partially own.

This means that their interests

are perhaps not protected at

the heart of the German sys-

tem of corporate governance;

but then few, if any,

Anglo-American investors
would be willing to make the

long-term commitment to a

company implicit in taking a

supervisory hoard role.

Despite this lack of formal
representation, there are signs

of a gradual convergence
between the Anglo-American
way of doing things (where the

shareholder comes first) and
the German way (where the
interests of ordinary share-
holder have tended to come
close to the bottom of the pile

of management priorities).

This is brought on by two
linked factors: the German
recession and the likelihood

that German companies will

need to bap international

equity markets for capital

The recession is making
managers realise the impor-

tance ofmaking money as well

as generating sales. Restruct-

uring is generating a need for

capital which cannot be met
from cash-flows as in the past

Hie capital is not so readily

available from the increasingly

cautious hanking corrminnity -

and public sector borrowing

requirements are likely to keep

up the cost of borrowing over

the rest of this decade.

Hie source of capital at the
margin is the international

fund manager; companies will

have to adapt themselves to

meet his or her wishes if that

capital is to be forthcoming.

Talk about shareholder value

is a symptom of this. More tell-

ing is Daimler-Benz's decision

to seek a listing on the New
York stock exchange. This wlD
require the company to be
more forthcoming with sensi-

tive fliianirla

T

information than

in the past and will expose it

more closely to the criticisms

of Anglo-American investors.

In return Daimler win he able

to raise equity capital more
cheaply and more widely than
its competitors.

As yet, other German compa-
nies have yet to follow suit,

but Gerhard Liener, Daimler's

director, predicts that

other big German companies
will be obliged to make the
step soon.

Germany's

leading national

daily and business

newspaper
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Frankfurt's stock exchange

Technology is

the weapon
against London

L
ONDON’S spectacular

failure to develop its Tau-

rus settlement system

has brought cheer to the

hearts of Frankfort financiers

eager to challenge London’s

primacy as Europe's leading

financial centre.

The reason is that London’s

failure to devise an electronic

way of “dematertensing”

share settlement has high-

lighted what German finan-

ciers believe to' be the Frank-

furt financial markets’
superior technological edge

over London.
While the German securities

markets have suffered under a
number of competitive disad-

vantages - such as a strict reg-

ulatory regime which has dis-

couraged financial innovation

and a lack of investor-oriented

supervision - technology has
been a central weapon in the

battle with London.
.

An electronic system is

more advanced than one
where brokers shout and
wave their arms about

The aim of the campaign has
been to win back market share
in German securities - In equi-

ties, bands and derivatives -

from London to Germany.
These efforts will be intensi-

fied further with the future
development of the Deutsche
Bfirse AG, Germany’s unified

stock-exchange structure,
which came into being at the
beginning of the year.
There are two important

areas in which Germany's
financial institutions have
invested heavily in technol-
ogy:
• The Deutsche Terminbfirse
(DTB), a folly-screen based
trading system for future and
options.

This has existed for only
three and a half years, but in

that time has mounted a vigor-

ous challenge to Llffc, Lon-
don’s open-outcry derivatives

market, Europe's largest.

The total number of con-
tracts handled by DTB climbed
from 6.8m In l990'

r

to 34.8m
last year (confounding critics

who said that a screen-based
system would not function in

hectic market conditions).

It has 79 member institu-

tions - about 40 per cent of
these are non-German - and it

is expanding beyond Germany
with a recent agreement to
link up with Matif, its French
equivalent.

A fully electronic system is

more technologically advanced
than one where brokers shout
and wave their arms about
amidan avalanche of paper, as
at Lifte.

But having the technological

edge has not necessarily given
the DTB the business advan-
tage: in May this year 70 per
cent of the business in the cru-

cial Bund future is still done
In London rather than over
tiie DTB.
This worries German finan-

ciers, because ft is likely
,
that

much of the business in 10-

year German government
securities is also done in Lou-
don.
Bat the DTB struck back

with a medium-term govern-
ment bond future (the Bool).

The DTB dominates this mar-
ket, with a share of 80 per
cent, although Liffe introduced
a competing product in Janu-
ary (Ms year.
• It has always been some-
what irksome to German
financiers that London, a cen-
tre for International equity
trading as well as for UK equi-
ties, should have captured
much of the business in Ger-
man shares via the Seaq Inter-

national price display system,
which requires a telephone
call to execute an order.
One reason why fond man-

agers may have been driven to

execute their transactions in

blue-chip German stocks via
London rather than Germany
is because of the lack of seen*

rifies-market supervision in
Germany. Another was the
fragmentation of liquidity and
visibility between the eight
exchanges now merged into
the new Deutsche BOrse struc-
ture.

Technology alone could not
overcome these obstacles -

which are being dealt -with -
but the introduction of the Ibis

screen dealing system for Ger-
many’s leading share and
bond issues in April 1991 has
succeeded in pulling back
business from London.
London's share of business

in Germany's 30 leading
shares has dropped from 14
per cent in 1989 to KL25 per
cent last year, says Mr Rfidi-

ger von Rosen, chief executive
of the Deutsche Bdrse, citing
Bank of England statistics. He
attributes, this success to the
Ibis system, which within Ger-
many now has a 44 per cent
market share of turnover in
the leading shares, more thaw
twice the level only a year ago.
Last summer, it appeared

that Ibis would not be ihe last

word in the development of

electronic trading systems for

the German securities mar-
kets. Details of a' study com-
missioned by the Frankfurt
stock exchange leaked out,
suggesting that during the
1990s Germany would move to

a fully paperless system for

equity trading.

Tbe report, conducted by tbe

McKinsey consulting firm,
proved too radicaL

Floor-based trading systems
are to remain, assisted by
technological innervations such
as the recently introduced,
so-called, Boss-Cube order-rou-

temg system, which has been
designed to eliminate the
paper flow associated with a
share order.

.

But the new Deutsche Bdrse
is to be used to develop a “one-
stop'1 shop for the. purchase of

equities, bonds , and deriva-
tives, together with settlement
services. . It . can. jraly he
brought about by further
advances in technology.

This was made dear by Mr

The Germans are pleased

that they do not have to

develop a dematerialised

share transfer system

Rolf Breuer, chairman of the

Deutsche. BSrse and head of
securities at Deutsche Bank,
when he used ids influence to

appoint a successor to Mr von
Rosen as chief executive.

. Von Rosen, a former head of

public relations at (he Bundes-
bank, is to be replaced later

this year by Mr Werner Sei-

fert, a Swiss citizen who is

now head of Swiss Re’s pri-

mary insurance business.

Until 1987 Mr Siefeit was a
partner at McKinsey. His back-

ground in technology and
finance is thought to be tbe

decisive factor behind his

appointment
The organisation which he

will head up from next August
this year is a holding structure

which brings the Frankfort

stock exchange, Germany’s
largest under the same roof as

the DTB and tbe Deutscher
Kassenverein, the German set-

tlement system.

Whatever advances are yet

to be made, the Germans are

pleased that they do not have

to follow London’s example
and develop a dematerialised

share transfer system - they

have this in the Kassenverein
already.

It offers settlement within

48 hours - and if the order is

put in early enough, within

the same trading day.

David Waiter
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hrust °£ hte argument is that thereare too many credit institutions in Ger

(
n
4&S?L^ 611(1 0E 1991 - the latest

**“ B“<tesbank).™ this number must shrink over the
.

comrse of the decade amidTwtiSr£|
as drastic as that which has afflicted theEuropean steel industry.

tbe

J?*™.. there is very little evi-dence of his prediction coming true. On
«dS hwS?

7' JUdfev&y^ rabust Profits
by larger, quoted

,
the

.
ban^ sector seems

SLSLS of W&to amid the
deepening gloom of Germany's worst’ recession since the war.
Games’* bigger banks aU enjoyed a

w/? J
ear^ year- Tbe top five quoted

-institutions posted annual increases in

rSf-
op^atmg profits ranging from 7 per

cart at Deutsche Bank (STbiggest) to 21
B?* at Commerzbank and 33 per cent
at the Bayensche Vereinsbank.
Moreover, operating profits do not

appear to have run out of momentum dur-mg tiie current year. Deutsche Bank
-reported that total operating profits rose
by a good 20 per cent" in the first four
months of 1993; Dresdner Bank (the second
biggest in Germany) has reported that
profits increased by 15 per cent over the
same period and Commerzbank said Ha*'
they climbed by more than a quarter in
the period from January to March.
The performance has been recognised by

investors: the hanking sector (excluding
Deutsche Bank) outperformed the German
stock-market as a whole by more than 17
per cent; Deutsche outperformed the mar-
ket by 5 per cent (reflecting the higher
rating normally accorded to the bank by
investors). But how long can it continue?
Mr Peter Pietsch, an economist at the

Commerzbank in Frankfurt, observes:
• The increase in profits to record levels
over the past two years reflects a steep
rise in the demand for credit - total bank
lending to non-banks excluding treasury
bill credits grew by DM240bn last year - 8
per cent - with a much higher rate of
growth in medium and Long-term credits.
Although demand for binds has reduced

with the onset of tougher conditions in the
economy, it is still “brisk," says Pietsch.
with DMIO.Bhn of new credits granted in
February.
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Big banks In Frankfurt Dresdner Bank .... .... the DG Bank headquarters ...

.

.... the BfQ Bank .... ....and Citibank, a successful foreigner

David Waller reports that recession has not yet affected the prosperous banking sector

‘Lean-banking’ is the buzz word
This reflects a number of factors, includ-

ing lower interest rates and the continued
availability of government subsidies to
help finance investment In eastern Ger-
many. Another consideration is that
increased public sector borrowing is pick-
ing up the slack created by reduced
demand for hinds from private companies.
• Much of the increase in hanks* total

profits in the early months of this year
reflect buoyant equity and bund markets.
The DAX Index of 30 leading shares

climbed sharply in the early part of the
year and last year’s bund rally through to
the middle of April, with yields on the
10-year Bund dropping to under 6.5 per

cent from over 9 per cent in the summer of
last year. This benefited the banks on two
counts: they increased their fee income via

providing securities-related services to

their clients, and they made profits for

themselves via own-account dealings.

These factors help explain the growth In
operating profits in the past, and provide
some comfort for the outlook for the rest

of the year. But to a large extent, as
Pietsch readily admits, the operating prof-

its provide an unrealistically positive pic-

ture of the German banking sector's pros-

perity - because they are calculated before

provisions for bad and doubtfiil debts.

It is understandable at a time of deepen-

ing recession, when the number of bank-
ruptcies has risen sharply, that the banks
have been increasing their provisions. By
just how much is not clear the banks do
not disclose the figure - although they
will begin to do so later this summer,
when they release their full figures for the
first six months of the year.

Analysts have already been able to

make a guess at the scale of provisions,

following hints dropped by the banks'
chief executives at recent press confer-
ences. Goldman Sachs, for example, calcu-

lates that provisions against domestic
credit risk doubled in 1992 to roughly 1 per
cent of total lending.

This reflects an especially high increase

in provisions to cover loans to small and
medium-sized businesses. Deutsche Bank
disclosed that nearly three quarters of its

provisions were against loans for less than
DM10m, mainly in manufacturing.
Mr Ian McEwen, European bank analyst

at Merrill Lynch, has studied the numbers
and come to the conclusion that net provi-

sions as a proportion of operating profits

range from 43 per cent at Deutsche Bank
to 64 per cent at Dresdner Bank and a
massive 95 per cent at Commerzbank.
McEwen says that in the light of the

banks' poor disclosure policies these calcu-

lations are “subject to considerable uncer-

tainty." But he argues that the truth about

bank profitability is startling - only Deut-

sche, of the big three banks, has a comfort-

able relationship between the net provi-

sioning and the level of profits.

“This means that the boom years for the

German banks have already ended,” says

McEwen; but this has yet to feed through

to the bottom line.

He predicts that strong lending and
buoyant markets will enable the banks to

post further gains in operating profits Uus
year. Next year, however, he expects oper-

ating profits to fall by 10' to 15 per cent -

although these figures will not be dis-

closed until well into 1995. By then, the

bad debts situation will have deteriorated

still further.

Pietsch, at Commerzbank, is adamant
that by international standards the Ger-

man banking sector will continue to look

relatively strong. “We don’t have all the

dramatic developments here in Germany
that have afflicted the banking sector in

the US or Japan," he says. “Although

there is a downturn in the property sector,

for example, there is no structural crisis.

“Of course industry is weak in Germany,
but total industries are not vanishing as

they have in the US. Perhaps the only

really dramatic developments are in the

machine tool sector - in the motor indus-

try, by contrast, we are experiencing a
cyclical downturn rather than catastro-

phe."

Moreover, Germany is not facing a

savings and loans crisis of the kind experi-

enced in the US - nor do the banks have
to deal with the aftermath of imprudent
tending to finance highly leveraged take-

over transactions.

But, perhaps in recognition that more
difficult times are bead, the buzz word in

the German financial services sector at

present is "lean-banking": after a period of

years in which costs have risen sharply,

banks are beginning to take more care of

cost management
This can mean reducing staff levels:

Commerzbank, for example, plans to

reduce its staff levels by 1,000 from 30,000

by the end of next year.

U has recently denied reports that it is

planning to lay off twice as many people
as part of a slimming-down of its Frank-

fort head office. That a review of head
office costs is underway is no secret: the
McKinsey consulting firm has prepared a
report on the issue, and the Commerzbank
beard will decide on rationalisation mea-
sures at the end of July.

•• ~ ;4tl*

... the SHF Is in Frankfurt, too

BHF-Bank is often described
as a small. Frankfort-based
merchant bank - a description

which is in some ways mis-
leading.

BBF is not that small: with
assets of DM54bn at the end of
last year it ranks as Ger-
many’s eighth largest private

sector bank.
'

And as Mr Wolfgang Strntz,

its senior partner, concedes, it

is not a merchant bank in the
English sense of the term.
It is highly active in mergers

and acquisitions advice and
other fee-earning business,
but the lion’s share of its

earnings comes from commer-
cial lending.

Furthermore, BHF may be
based in Frankfort, bat with
abont 60 per cent of lending
going to international custom-
ers. It claims to have theinost
international business profile

of any German bank.

“In fact.” Mr Strntz says,

"we are one of a kind, very
different from other German

David Waller profiles BHF's banking operations

Tuned to the single market
financial institutions. This
begins with oar legal structure
- six general partners are per-

sonally liable for the bank’s
entire business - and extends

to the tope of business we pur-

sue.

“Like other large German
institutions we are a universal

bank, in that we combine a
large range of financial ser-

vices onder one roof; but we
don’t do everything that a uni-

versal bank could do.

“We avoid small retail cus-

tomers and steer clear of low-

margin volume business. Our
target clients are businesses
with turnover of DMiOOm or
more and high net worth indi-

viduals.”

The bank has bad above

average growth in profits over
the last 10 years, is repre-

sented in 12 German cities and
had branches or subsidiaries

in the world's big financial

and industrial centres.

Mr Strntz says that the

bank’s aim Is to concentrate

on four main business areas:

treasury activities, with cur-

rency trading operations in

New York. London, Tokyo and
Frankfurt; commercial lend-
ing; asset management, con-
centrating on the core markets
of Germany. Switzerland and
France: and corporate finance.

BHF has taken two impor-
tant strategic steps since the
beginning of this year, with

the aim of bolstering its inter-

national corporate finance

Insurance is learning to live with EC directives, writes Trevor Petch

Need to respond faster

T
HE implementation of

the EC third directives

on life and non-life insur-

ance in July 19d4 will represent

a watershed for the German
* insurance industry. Since the

19th century the authorities

have regulated the market by
detailed supervision of policy

terms and premium rates

rathfer than the monitoring of

insurers’ financial condition.
'

“As Brussels has opted for

another market model, much
closer to that of the UK, we
believe that we have to live

with the consequences," says

Dr Bemd Michaels, chairman
of the German Insurers' Asso-

ciation (GDV). “The task is

how to ensure that the direc-

tives are transformed into Ger-

man law in such a way that its

insurers have a fair chance to

: compete," he adds.

All leading German insurers

share the view that big

Changes will ensue, particu-

larly in personal lines busi-

ness. “We are talking about a

'different game,” says Dr Hen-

hihg Schulte-Noelle. chief exec-

utive of market leader Allianz.

Companies will be forced to

pay- much more attention til

policy development, particu-

larly in life insurance, and

respond more rapidly to inno-

vation as birth they and new

market entrants are freed from

the; tight restriction of the

supervisory office in Berlin. -

.
- “For the first time in Ger-

man insurance history under-

writing of private customer

business will have to be cre-

ative,” says Mr Class Kley-

-toldt, chairman of Colonia

Konzem, holding company of

the Colonia and Nordstern

insurance groups.

T At the same time, customers

win he faced with more choice

and more difficult decisions.

sBoth Dr Schulte-Noelle and Mr

Heyboldt see an increased role

for the insurance companies’

;
agents, who dominate distribu-

tion in Germany. The industry

recognises that the agents' new

role is something more than

simply a sales function and
will require more training, but

it is determined to maintain
control over this itself

Germany currently has
almost no control over the

insurance sales process, rely-

ing cm close regulation of the

insurers and on their own
image-consciousness. Never-

theless, in recent years there

has been increasing concern
over dubious practices, particu-

larly by some of the growing

number of independent sales

companies and in the new
states in eastern Germany.
An increase in price competi-

tion is also regarded as inevita-

ble, with equally far-reaching

implications. Dr Knut Hohl-

feld, president of the Insurance

Mutual insurers already have

the ability to increase premi-

ums at any time, by member-
ship vote.

Fewer changes are predicted

in industrial lines. These are

already open to the single mar-
ket, but with little effect on the

traditional links between Ger-

man industry and German
insurers. Part of the reason,

according to Dr Michaels, is

that policies were already of

international standard and
prices had become so low that

few outsiders were interested

in competing for business.

Industrial, fire, and loss of

profit lines have suffered
heavy losses. Since 1991 Ger-

man insurers have finally

begun to demand premium

Car thefts - many for export to eastern Europe

- together with losses from eastern Germany,

have led to heavy losses on motor insurance

Supervisory Office, acknowl-

edged in aninterview in Febru-

ary that German insurers had

been cross-subsidising low
commercial insurance rates

with profits from private cus-

tomer business, an allegation

which the industry itself con-

sistently denies.

Nevertheless, with a view to

the future after 1994, Mr E3ey-

boldt comments: “I personally

»iink that the best thing that

could have happened was the

disaster in comprehensive

motor insurance this year and

last” Increasing car thefts -

many for export to eastern

Europe - together with losses

from eastern Germany, have

led to heavy losses on motor

insurance.

In response, insurers have

set restrictions on the cover

offered They have also pressed

for rate increases, requesting

between 10 per cent and 20 per

cent this year.

Companies are also seeking

the right to increase premium

rates during the fife of the pol-

icy - which is generally long

by European standards.

increases, which have risen by

30 per cent to 40 per cent hi

the past, big industrial con-

glomerates have been able to

demand cheap cover and very
small deductibles, while using

so-called in-house insurance

brokers to earn a profitable

commission.

Insurers are now demanding

increases at time when their

clients are under severe finan-

cial pressures of other kinds.

As a result, in the longer term

there- may be important

changes in how German com-

panies insure. Already some

are trading off increased

deductibles against a smaller

increase In premium rates.

German industry has also

been relatively insulated from

the increasing use of captive

insurers and other self-funding

mechanisms. In the UK, the US

and Sweden, half of all cover

for big industry Is carried out

like this this The Customs

House Dock financial services

centre in Dublin has been a

particular beneficiary of the

increase in German-owned cap-

tives, and the trend can be

expected to continue.

Another effect of these
changes is increased attention

to reducing administrative
expenses, partly to counterbal-

ance rising claims costs. Dr
Schulte-Noelle also draws an
explicit connection with
increasing price competition
for personal customer busi-

ness, as well as the pressure

exerted on cost ratios by the
development of new business
and, especially, supporting the
new market in eastern Ger-
many.
Attempts to win market

share from Allianz's local sub-
sidiary, Deutsche Versicher-
ungs, the successor to the for-

mer state monopoly insurer,

has generated heavy losses for

some insurers which marketed
policies at a heavy discount
Germany has successfully

demanded from the EC special

dispensations to maintain its

traditional Insurance account-
ing procedures. The lowest
value principle (which enables

German insurers and reinsur-

ers to build up large hidden
capital reserves in addition to
the compulsory but tax-effi-

cient special reserves against

fluctuations in underwriting
results) will be maintained. So
will the ban on discounting
loss reserves.

Together these “have led to

the high safety margin we
have had in Germany [or

decades," Dr Michaels says.

The insurance accounting
directive will force German
insurers to disclose the market
value of their assets, but is

expected to delay implementa-
tion of this directive for as
long as possible - probably to

the end of the decade. Such
disclosure could lead to a kind
of rating or competition
between insurers over the level

of hidden reserves. Dr Michaels
thinks that this would be to

the industry’s disadvantage.

Trevor Petch is editor of World
Insurance Report, the Financial

Times newsletter

activities and its domestic
lending business.

First, together with its

French associate Credit Com-
mercial de France, BHF will

pay £235tn to buy a 90 per cent

stake in Charterhouse, a Lon-
don-based merchant bank.
Second, it forged a domestic

co-operation agreement with
IBB Deutsche Industriekredit-

bank, a Dfisseldorf-based bank
which specialises in providing

long-term finance to small and
medium-sized businesses.

The agreement is underpin-

ned by a share exchange onder
which BHF took a 10 per cent
stake in IKB. while IKB
bought 3.5 per cent of BHF’s
shares. Together the two insti-

tutions have total business
volume of DMtOObn
The acquisition of Charter-

house is the more ambitions of

the two moves, representing a

determined attempt to build

op a pan-European corporate
finance group.
“We are convinced that as

the process of European union
gathers pace, cross-border
mergers and acquisitions will

become more important than
ever before," Mr Strntz says,

explaining the rationale
behind the move.
“As medium-sized compa-

nies gear up to face the reali-

ties of a single market they
will face a growing need to

seek external sources of capi-

tal and will be increasingly
obliged to seek third-party
cross-border financial advice.

“We decided that the best

way to tackle the market was

not by setting up our own sub-

sidiary or taking a passive
financial investment - but to

make an outright purchase.
“Either of ns (BHF or CCF)

could have done the deal on
our own,” says Mr Strntz, “bnt
this would have done no more
than bring one institution's

home market into the equa-
tion. The way we have done it

creates something unusual - a
trilogy of corporate finance
operations in London, Paris
and Frankfurt."

The aim is to make the ser-

vices of this triple alliance

available to BHF's domestic
client base - and also to the

8,000 medium-sized companies
which are clients of IKB.

What first-class investment is offered by
Frankfurter Hypothekenbank in Europe?

Our Pfandbriefe.
The growing variety of securities

available on the financial markets
has today made safety and yield the

key factors in any investment
decision.
Under German mortgage bank

law. Pfandbriefe. which are bonds
secured by mortgages and claims
on the public sector, must be backed
by separate cover funds consisting

solely of such collateral with at least

matching volume and yield. Com-
pliance with these requirements

is monitored by a state-appointed

trustee.

Pfandbriefe of the Frankfurter

are traded on the Frankfurt Stock
Exchange, offer a wide range of

Frankfurter ihf
Hypothekenbank

Thta is an nwosmieni adverusemani issued try Frankfurter HypothekanbankAG being adprowed by Deutsche
Bank AG London, a member of the SFA pursuant to the ruins of the SFA. Since the investments are issued

and regulated in Germany, the protection provided by ihe U K. regulatory system does not apply and these

investments are excluded from the U.K. Investors Compensation Scheme*

maturities and give yields which are
generally higher than those on
German Treasury bonds - all of which
goes to make them a very attractive

investment Pfandbriefe of the
Frankfurter already in circulation -

worth more than 25 billion Deutsch-
marks - have become a permanent
asset in many selected international

investors' portfolios.

Pfandbriefe of the Frankfurter
have received Standard & Poor’s

highest possible AAA' rating.

We shall be pleased to send you
our latest literature.

Frankfurter HypothekenbankAG
Junghofstrasse 5-7
D-6000 Frankfurtam Main
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Judy Dempsey assesses expansion prospects for eastern Germany

Likely to be a long haul

F
INANCIAL services, from banking

to insurance, are now firmly estab-

lished throughout eastern Germany.

But the expansion of these services

depends on two factors: the extent to

which the economy of the five new states

will start growing, and the resolution of

outstanding property rights.

Western Germany's big banks, and the

private banking sector, moved quickly into

eastern Germany in late 1990.

The expectations at that time were high,

but they were short-lived. Eastern Ger-

mans rushed to spend west German marks
exchanged for the largely worthless ost

mark. But the consumer boom ended over

a year ago. The east Germans are now
beginning to save. However, what banks

want to see is the expansion of the market
- and that is not yet happening.

There are two reasons why the market

is not growing as fast as it should. First,

eastern Germany's exports were depen-
dent on the former Soviet Union and the

countries of eastern Europe. Monetary
union meant that these countries could

not afford to pay bard currency prices for

eastern German products.

In turn, eastern German products could

not compete on western martlets. In short,

any western German or foreign investor

who decides to locate in eastern Germany
now does so with the expectation of a long
haul.

No banker or investor expects to make
quick returns - with the exception, per-

haps, of the construction Industry.

. This is a common view shared by the

west German-owned mittelstand: the small

and medium sized companies which are

now setting up subsidiary companies in

eastern Germany, and which formed the

backbone of Germany’s post-war develop-

ment Each mittelstand manager in east-

ern Germany has bis or her own tale to

tetL Bnt all agree that these new compa-

nies have to find new markets - markets

which are concentrated on the local

region. High labour and transport costs, as

well as low productivity, means that the.

mittelstond in eastern Germany cannot
expect any advantages with regard to com-

petitive labour costs.

“These small companies cannot cluster

around large industry in eastern Germany,
simply because this heavy industry and
manufacturing base no longer exists,"

Neither the banks nor file

fledgling mittelstand in eastern

Germany can expect quick returns

explains Mr Georg Krupp, a member of

Deutsche Bank's board and a specialist on
the mittelstand in eastern Germany.
"These companies have to start from
scratch. The memory and spirit of the
entrepreneurial culture in eastern Ger-
many has to be recreated,” he adds.

This means that neither the banks nor

the fledgling mittelstand in eastern Ger-

many can expect quick returns on invest-

ments. Financial services will therefore be

oriented towards the very long tenn,

rather than the short term.

The growth of financial services in the

region mil also be dependent on the levels

of unemployment Real unemployment -

including part-time work and job creation

schemes - now accounts for between 30

and 35 per cent of the labour force.

This figure could increase with job guar-

antee contracts agreed between the Treu-

hand, the agency charged with privatising

eastern Goman industry, and those who
bought firms from the agency end. The
Treuhand has managed to secure 1.4m job

places. An increasing reduction in con-

sumer spending will have an impact on

financial services.

Another problem which dogs the eastern

German economy: property righto.

The unification treaty stipulates that

any property seized by the Nazis between

1935 and 1945 can he reclaimed, or its

original owners can seek compensation.

The same rights apply to those whose
property was seized by the communists
after 1949. until 1990. But those whose land
was expropriated by the Russians occupy-

ing eastern Germany in 1945-1949 can only
seek limited compensation.

Although the government has now made
it easier for investors to purchase property
- provided they are committed to creating

jobs and investment - sorting out who
owns what, and what level of compensa-
tion the original owners should be
granted, has delayed both western German

f •; mw- • .vv..: .. ^T;'" "V.\
.A : < .

*

.

A defighted east German demonstrates the 1-1 currency union granted fay Bonn fh 1990, foOowfng the unfficatkm of east and west Germany

and foreign Investment in eastern Ger-

many.
to eastern Germany there are over lm

rfaiins involving more than 2m items of

property - from houses and small shops to

factories and tracts of land. In Berlin alone

there are over 114,000 outstanding claims.

In Leipzig, a thriving city in the southern
eastern state of Saxony, the authorities

have yet to process over 26,000 claims.

maims take time. In some cases the rela-

tives or heirs cannot be contacted. Even if

they can be found, and all the relevant

documents are presented to the property

rights offices in each city, constant dis-

putes over the levels of compensation take

place. There is also the emotional problem

of reclaiming property in which some fam-

ilies have lived for decades. Efforts have
been made to protect the rights of the

latter, particularly if they acquired the

property in good faith. But nevertheless,

justice ministry officials in the eastern
German states say that the whole question

of property rights has slowed down invest-

ment.
“It is too late now. But we should have

decided on one or the other - compensa-
tion or restitution. The law has pleased no
one. But when it comes to property, I

wonder whether any other decision would
have pleased everybody." a senior justice

ministry official said recently.

Outstanding property righto are expec-

ted to be resolved in about 10 years. But
western German investors, bankers, and
the business community agree that it win
take at least 10 years for eastern Germany
to create an infrastructure and an environ-
ment which will allow it to compete
within tiie whole of Germany and the
European Community.
"No matter what sector of the economy

you talk about, we have to look to the long
term. There is no such thing as a quick
buck now in eastern Germany. It wifi be a
long hard slog," says Deutsche Bank’s Mr
Krupp.

O N the last working day
of 1992, shareholders In

Germany's second larg-

est insurance group approved
the sale of Germany's sixth

largest bank to CrSdit Lyon-
nais, the targe state-sector

French hank.
The timing of the deal was

charged with symbolism:
shareholders in Aachener und
MQnchener Beteiligungs
(AMB), the second biggest
insurance group in Germany
after the Allianz colossus,
approved the sale of a major-
ity stake in BIG Bank to the
French Institution on the very
eve of the formal opening of
the single European market
This DMl.Sbn transaction

was linked with a second,
related deal, bringing AMB
into a formal co-operation
agreement with Assurances
G&ierales de France (AGF), a
large French insurance com-
pany. This brought the man-
agement of AGF on to the
board of AMB, allowing it to

exercise fall control over a 25

per cent stake in AMB - accu-

mulated against the initial

wishes of the German compa-
ny’s management.
These two related deals were

part of a series of cross-border

alliances forged between Ger-
man and French financial
institutions during the past
year. Companies from the two
neighbouring countries have
been taking steps to make the
single market a practical real-

ity.

David Waller reviews Franco-German financial relations

Cross border deals blossom

Dresdner Bank has
completed a co-operation

agreement with Banque
Nationals de Paris.

Three farther examples of
this are:

• Dresdner Bank - Germany's
second biggest bank - which
has completed a co-operation

agreement with Banque Nat-
ionale de Paris.

The contract, which will be
sealed with a 10-percent cross-

holding later th$ year if BNP
is privatised according to plan,

prorides for detailed co-opera-

tion in a number of areas.

The two banks will make
use of each others’ borne coun-
try branch networks.

They will pursue expansion
into third conntries jointly
and they have already formed
joint banks in Hangary and
Czechoslovakia. -

,

Although contractual agree-

ments of this sort are haunted
by the memqyy of the failure

of a similar agreement
between Credit Lyonnais and
Commerzbank, both parties
are convinced that they have
worked oat the scope of the
co-operation to the smallest
detail - and that. the agree-

ment is the best way for both

to expand beyond their home
markets.
9 The Deutsche Terminbfirse

(DTB) - Germany’s thriving
electronic fixtures and options
exchange - is working with
Matif, the French derivatives

exchange, on an ambitious
plan to link their markets.
Under the agreement, mein-
bers of the two exchanges will

be able to trade each other’s

products. Matif will also gain
access to the DTB’s screen-
based dealing technology.
• BHF-Bank. a Frankfurt-
based institution which likes

to call itself the “German mer-
chant bank", joined forces
with Credit Commercial de
France to buy a 90 per cent
stake in Charterhouse, a DE
merchant bank. The £235m

deal represents a Franco-Ger-
man initiative to build np a
three-legged cross-border mer-
chant banking group.
The largest of the four trans-

actions was the AGF/AMB and
Credit Lyounais/BfG deal,

completed only after months
of horse-trading between some
of France and Germany’s larg-

est financial institutions. Dur-
ing this long-winded process
the chief executive of AMB
lost his job, mainly because he
opposed the process of
co-operation with the French.
For mergers and acquisi-

tions followers it was a conti-

nental European treat: the
deals were done in back-
rooms, far from the scrutiny of
the financial markets, with
one supervisory board chief

haggling with another.

In this battle of the giants
the interests of minority
shareholders were hardly par-

amount.
UK merchant banking advis-

ers played a role, but all too
often a limited one: 8.G. War-
burg advised Wolf-Dieter
Baumgartl, AMB's chief execu-
tive, on bow to stay indepen-
dent of the French; the advice

was to no avail - Baumgartl
was ousted by the pro-French
chairman of his own supervi-

sory hoard.

An added note of exoticism

was provided by AMB’s
defence strategy, which was to
hide behind a special class of
“rincnlated “ shares, which
gave AMB the right to decide
who should have voting rights

and who should not
If the affair began last year

on a distinctly unfriendly,
non-European note, relations
between the insurance compa-
nies became more harmonious.
The votes on the vtnculated
shares were recognised after

the French were able to pro-
vide AMB with a solution to
its BfG problem.
BfG-Bank - originally the

Bank for Gemeinwirtschaft a
trades onion bank - came

All parties were happy
when AMB introduced

Credit Lyonnais as a buyer
for BfG, the German bank

under AMB’s control more
than five years ago. The aim
was for tiie bank to sell the
insurance company’s products,

bnt the venture into “Allfi-

nanz” was ill-fated. The bank
suffered from its exposure to

the Co-Op retailer (which
nearly went bankrupt in 1969)

and from high exposure to

problem country sovereign
loans.

BfG-Bank cost its parent bil-

lions of D-Marks, and was a
millstone around its neck,
especially at a time of change
in the German insurance mar-
ket.

Bat for Credit Lyonnais the
opportunity to buy the bank,
with 200 brandies in east and
western Germany, represented
a one-off chance to establish a
significant presence in the
German banking market
Thus all parties were happy

when AMB introduced Credit

Lyonnais - Its fellow state sec-

tor institution - as a buyer for

BfG. In return, AGF won its

influence over the big German
insurer.

The deal was opportunistic.

Bnt the net result was
co-operation in keeping with
the spirit of the single market
programme which took, effect

soon after shareholders voted
their approval at the end of

last year.

NORD /LB's Real-Estate Banking

Seventy years of
We put your plan in motion.

real-estate credits

Zb'tfo - 7!iank

"faked

“The shortest distance between

two points is a straight line” is a

saying here in northern Germany.

This is a principle which we also

follow in the professional real-

estate business, particularly in our

specialist fields of commercial

real-estate financing and long-

term credit As one of die ten

largest banks in Germany,we also

have extensive market knowledge

and the essential know-how to

make us the ideal partner for

many professional investors. You

can bank on id

Our offer:
Request our brochure “Real-

Estate Banking” or talk overyour

real-estate plannmg.persooally

with our experts. Telephone:

If you are going to invest in Europe, you will need a

good financial script Have yours written by DePfa-

Bank, Germany's largest mortgage lending institu-

tion, with over 70 years experience in the business.

Investors and developers are able to benefit from

our unique knowledge of the German market And

from the resources and expertise of our European

subsidiaries and affiliates. In partnership with them,

we provide medium- and long-term fixed rate fin-

ancing packages for large and medium-sized real-

estate projects. And you can rely on DePfa-Bank for

advice on everything from site selection to leasing -

and for contacts that can make a world of difference.

Get in touch with DePfa-Bank today.

DePfa-Bank, Paulinenstrasse IS, 65189 Wiesbaden,

Germany. Fax 01 049/611/348548
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ARTS

>N,

Opera

;

; Gardiner’s

‘Marriage of

| Figaro’
‘'S® *52$ Mozart’s Operas that

Gardiner is recording
: Grammophon is being
derived from concerts which h*re
aecome a welcome feature of sum-

:• .mar on the Sooth Bank. Idomeneo
, :La demoted di Tito and Die Rni-
.JBOntng have appeared so far. Cost
fan tutte is still to be released, and

to the Queen Elizabeth

«*“<tocting two
performances of De nozze di Figaro.' “Concert performances" is a mis-
domer for these highly detailed
•presentations. “Three quarters
Stagetr would be more accurate:
the singers wear modem dress -
white tie for the Count, a leather
waistcoat for Figaro, evening

-dresses for the women - and play
in front of a painted backdrop after

1 Fragonard. There is a single chair.
..a wardrobe, but mercifully no wigs.
The London concerts follow a Euro-
pean tour that has included full
.stagings in Lisbon and Paris and
presumably all the business and
tte productions points are derived
from those, though no stage direc-
tor is credited in the programme.
Given the self-imposed con-

straints it is an energetic evening,
full of bustle and incident, with
entrances spilling off the stage and
into the auditorium. It is carefully
gauged so that action does not
intrude into the final recording,
where the subtleties that some-
times seemed missing from the act-
ing (in the ambiguities of the the
final-act reconciliations most strik-
ingly) would be able to emerge

-through the vocal lines. The spry,
translucent textures of the English
Baroque. Soloists allow the light
young voices of much of the cast to
carry easily and expressively; the 1

singers have chosen carefully for

their vocal flexibility and wit.

With every appearance Bryn Ter-
fel’s Figaro seems to gain steadily

in his emotional range, sense of
timing and vocal assurance; Alison
Haley's Susanna, new to me, was
a delight one expected the grace-

ful, idiomatic singing, and winning
stage manner not necessarily the

nicely Judged wit There is a men-
acing. if slightly underplayed
Count from Rodney Gilfry, elegant,

’ calm Countess from EfiDevi Martin-
pelto. Pamela Helen Stephen makes
a gawky, nicely gauche Cherubino;
Susan McCulloch (Marcellina),
Carlos Feller (Bartolo), Francis
Egerton (Basilio and Don Curzio)

and Julian Clarkson (Antonio) flesh

out the comedy without every
descending into coarse acting; and
Const&nze Backes makes a great

deal of Barbarina's aria.

Most of .all, though, it is Gar-

diner's evening; he Invests every
number with dramatic pace and
point, pays the closest attention to

rhythmic detail and watches and
supports his singers like a minis-

tering angel. It is always involving,

always moving and finallyjoyously

uplifting.

The musical text is full, but Gar-

diner favours unconventional
orderings of the items in Acts HI
and IV, derisions lucidly justified

in the programme. The Countess’s

“Dove sono" is brought forward in

the third act, before the sextet, and
hence clarifies the progression

'from tension through comedy to

celebration; in the fourth the reci-

tative that precedes Figaro’s

“Aprite un po” is interrupted by

Susanna’s “Deb vieni", to give his

outburst much more dramatic

point Traditionalists will be able

to programme out the revisions

when the CDs appear; the record-

fog, though, promises to be very

sperial.

Andrew Clements

Queen Elizabeth Hall; sponsored by
National Power. Further perfor-

mance tonight

“Kiss kiss bang bang” is the oldest
formula m films. “Kiss kiss” refers
to the bits where two people melt
together, softened by the string sec-
tion and lured by the cosmic push
towards Oneness. “Bang bang"
(leave aside more risque meanings)
refers to the bits where two or more
people enact the ultimate ritual of
atomisation: split apart from each
other, from the movie or from life
itself.

But “Kiss kiss bang bang", how-
ever potent its potential, can never
be the whole story in a film: merely
an underpinning to richer things.
Two of this week’s American mov-
ies deploy the formula In all Its
schematic nakedness and are then
surprised when audiences who
begin by whooping with excitement
end up sicklied o’er with the pale
cast of d€jd. vu.

In Mod bog And Glory screen-
writer Richard Price, tangy chroni-
cler of life on the edge in films like
Sea Of Love and The Colour Of
Money, gets what he may have
thought a “Eureka” idea for a
KKBB plot. Shy police photographer
Robert De Niro accidentally saves
the life of crime boss Bill Murray -
frightening off the thief who is

standing on Murray's face during a
convenience store robbery - and
then falls in love with the girl (Utna
Thurman) whom a grateful Murray
“loans” him. Will bullets fly when
the -little man tells the big man that
he cannot have the lady back?
Since director John McNaugh-

ton's last film was the grimly pro-
vocative Henry: Portrait OfA Serial
Killer, all bang and no kisses, we
wonder how he will cope with the

Cinema/Nigel Andrews

The ‘kiss kiss bang bang’ formula
two-tone mandates or commercial
cinema. Answer: scarcely at all.

After a gruesome, Henry-ish first

scene shot in black and white - a
roadside drug deal sealed with two
bullets In two brains - we swing
into the wacky, all-colour world of

Chicago crime and punishment.
De Niro Is a timid, gentle, creasy-

faced loner who hums “That of
black magic" as he snapshots
corpses. Murray has a mug that
could crack a mirror but be loves

his friends and does stand-up com-
edy routines for his fellow hoods.
And Thurman is a little packet of

fizzy sex appeal sent to De Niro as a
“seven-day singing telegram” and
outstaying her time limit
These lovable goofballs never

existed outside a film, nor did their

slap-happy schedule of love and vio-

lence. The romance-and-action alter-

nations might have been designed
by a committee. A few minutes of
rough stuff out on police patrol;
then a few of De Niro and Thurman
going kissy-kissy on his sofa (bur-

bling saxophone and harp gtissan-
does on soundtrack); then a few
more of thudding corpses or crash-
ing fists; then some buddy-buddy
cosiness between De Niro and Mur-
ray; then more mayhem; then more
amore . .

.

Finally the film disappears up its

own regimented schizophrenia: liv-

ing, or half-living, proof that when

the. kiss-kiss-bang-bang formula is

misluvndled It no longer seems a

pithy precis ofhuman life, more the

product of an entertainment indus-

try handing out love and violence

like a pill doctor dealing out uppers
and downers.

Much the same perfunctory pre-

scriptions are on offer in The Assas-

MAD DOG AND GLORY
(15)

John McNaughton

THE ASSASSIN (18)

John Badham

RED ROCK WEST (15)

John Dahl

THE FENCING MASTER
( 12 )

Pedro Olea

sin. America’s remake of Nikita.

Luc Besson's French original gave
us Anne Parillaud as a drug addict/

murderess turned glamorous gov-
ernment hitwoman. Spared the ulti-

mate penalty by a State who for-

gave her criminal past in return for

a future of hired liquidation, she
dashed around Europe popping off

VIPs while trying to achieve emo-
tional normalcy with her boyfriend.

The cleverest, maddest scene in

Nikita had the heroine fitting up

her gun in a hotel bathroom for an
immediate “hit” - she has received

a phone call in mid-love scene in

the bedroom - while the boyfriend

bangs on the locked door suffering

from a combination of curiosity and
coitus inlerruptus. Hollywood perk-

ily re-runs this scene, with Bridget

Fonda doing her nut over the

assembly-kit rifle while her frus-

trated Californian hippie (Dermot
Mulroney) quizzes through the

door.
Elsewhere, The Assassin is less

convincing than Nikita even on the

French film's absurdist, fabulist

terms. As in Mad Dog And Glory,

automatism takes over the kiss-

bang franchise. We begin with the

explosive: robbery, murder, arrest,

violent training. Then Like soothing
sorbets between helpings of red
meat, we keep being served roman-
tic entr'actes.

There is Gabriel Byrne, the secret
service smoothie whose hard exte-

rior conceals a made-in-Hollywood
heart; Mr Mulroney, our heroine's

oceanside Galahad; even Anne Ban-
croft, who runs the Assassin Train-
ing School's charm school and
teaches the young gels the finer

things of life. Like how to walk, talk

and court; how to remove bones
from the throat during posh dinners
(sic); and how to dress correctly for

Mr Right
The Bancroft scenes are totally

barmy. But then as directed by
John (Saturday Night Fever, War
Games) Badham, the whole film is

barmy. As with, all bad kiss-bang

cinema, plausibility is pushed aside

by the fallacious creed that ail you
need to ensnare an audience is a

remorseless, nonstop Yin-ing and
Yang-ing between the romantic and

the kinetic.

Red Rock West comes closer to

getting the recipe right Kiss-kiss is

put on a back burner - or allowed

to lie around defrosting - until the

ingredients for bang-bang are prop-

erly heated. Job-hunting hobo Nic-

olas Cage, arriving in Red Rock,

Wyoming, is mistaken by bar-owner

J.T. Walsh for the hired killer he

plans to set on his wife (Lara Flynn
Boyle). Walsh gives him $5,000 for

the job; Miss Boyle gives him
£10,000 not to do the job - or to do it

on Walsh; and so the merry imbro-

glio begins.

Soon we have stalkings,
ambushes, gunpiay and Dennis
Hopper, stark mad in a Mexican
jacket as the real late-arriving hit

man. And before the bang-bang cli-

max in a studio-built graveyard, we
have all we need in the way of kiss-

kiss: Mr Cage and Miss Boyle
exchanging some moody, noirish

moments of passion in her darkened
hacienda.
Director John Dahl's previous fea-

ture was another attempt at stylish

pulp. Kill Me Again. He and co-

writer brother Rick must have had

the complete works of Jim Thomp-
son or James M Cain dropped on
their heads as children. Red Rock

West runs into a dlminishing-re-

tums zone before the close; too

many self-conscious “surprises", too

much strenuously hardboifed dia-

logue. But before that, what a plea-

sure to see a kiss-bang thriller in

which both forms of consummation

are dealt out slowly, teaslagly.

appetisingly, rather than force-fed

to us from frame one.

The Fencing Master is a similar but

Spanish tale; more kiss-kiss-swish-

swish- A rapier maestro in 1860s

Madrid (Omero Antonutti) falls in

love with his beautiful, mysterious

lady pupil (Assurapta Serna). Could

she be a political agent, limbering

up for an assassination programme
as Spain breathes the first heady

scents of Republicanism?

Soon bodies arc thudding to floors

and corpses are being extracted

from rivers. The fencing scenes, as

well as providing sublimated love

play, become teasing, inquisitorial

pas de deux between the suspicious

master and the suspected mistress

of deception. Director Pedro Olea,

adapting a novel by Arturo Perez

Reverie, could have given his cam-

era more rapier-like dash and force.

With each scene we seem to bog
down in a new sub-Velasquez tab-

leau But at least in Spain, unlike

some parts of Hollywood, love and
violence are seen as subtle, sedi-

tiously symbiotic forces rather than
mere seesawing extremes for a vari-

ety-hungry audience.

Ballet/Clement Crisp

The Kirov's

'Romeo and Juliet'

C
ould this be the Kirov Bal-

let? Was this really Leonid
Lavrovsky's Romeo and
Juliefi The opening perfor-

mance of the Kirov season on Tues-

day evening was one of those occa-

sions when doubt replaces delight,

and you seek excuses for what is on
view rather than superlatives.

We. have loved, honoured the
Kirov since its first London visit in

1961 - and the souvenir programme
for this present appearance repro-

duces a 1961 poster which bears a

roster of names so illustrious that

the heart lifts even. now. Looking
aghast at the stage on Tuesday, at

the flimsy performances and the ris-

ible production, it is hard to accept

'this"farrago as worthy of a theatre

and a company which has ever been
a beacon of classic style and the

noblest aspirations of Russian art.

We saw Lavrovsky's Romeo on
the first night of the Bolshoi Bal-

let’s first visit to the West, at
Covent Garden In 1056. The curtains

parted, and there was a triptych

with Romeo, Friar Lawrence and
Juliet - our first sight of Ulanova,
who was to seem that night a

genius of the dance in her purity

and expressive truth. The staging

was handsome; Pyotr Williams'

designs were opulent, so veristtc

that “one could almost smell the

Verona drains", and filled with
bustling life, with tremendous
drama, with passionate and passion-

ately convincing dancing. We were
subjugated by the breadth and gran-

deur of Lavrovsky’s production -

the choreography a bit predictable,

perhaps, but done with devastating

power - and by the generosity of

the performances.

This Romeo had, though, been
first staged for the Kirov Ballet in

1940 with Ulanova, and it is this

version which the troupe has now
brought to London. It is wholly dis-

appointing. The scenery is credited

in the sketchy cast-sheet to "P. Vily-

amo" (who is, I suppose, Pyotr Wil-

liams). It is predictable, functional,

and looks ill-realised and somewhat
ricketty. The choreography is not

credited at all - a slip, or an admis-
sion? - and is shorn of the triptych

prologue, which is included in the
printed libretto. The company per-

formance is. frankly, miserable.
There are phalanxes of people
looking shifly and wearing ineffably

quaint character costumes. (Most of

the nobility and gentry seem
inspired by Tommy Cooper's cele-

brated impersonation of Hamlet).
Montague is an embarrassed bean-

pole; Tybalt has cornered most of

the brightest-coloured stuffs, well

set off by a gang of chaps pretend-

ing to be guards in tin hate and
sagging black St Trinian's knick-

ers. A good deal of furnishing fabric

swishes about as High Renaissance
fashion. The effect were it not so
sad a travesty ofa fine ballet would
be hysterical.

These problems are compounded
by characterisations no less improb-

able and unworthy. Shameless mug-
ging or disinterest mark the drama,
with a lamentably weak dance style

in the few moments which demand
classic exactitude. (The unidentified

male soloist in the ball-room diver-

tissement was very disappointing;

the scenery-chewing in Juliet's bed-

room by her family and the nurse

was a ripe example of the art of
coarse acting. The National Theatre
of Brent could not do better).

Embedded in all this were two
valuable interpretations. The curi-

ous fact is that they were given by
Moscow guests, in the leading roles:

Nina Ananiashvili and Yury Posok-

hov. Ananiashvili shows us Lavrov-

sky’s Juliet, a child suddenly grown
to womanhood as she and Romeo
foil in love We see it happen in the

exquisite “private" front-cloth scene

at the ball when the lovers are

alone, and like Ulanova, Ananiash-
vili makes it ecstatic, fateful. The
later progress of the drama comes
inevitably and touchingly from this,

and Ananiashvili charges the dance
with a powerful physical image. As
with Plisetskaya in this rote, she
justifies the dance by the clarity

and power of her style, and beauti-

fully so in the balcony duet

A student musical; and
LIFT goes Chinese

Any musical that contains
the song “Oh! You Beauti-

ful DolL'" has a lot going
for it You may have for-

gotten (I never knew) that it comes
in Madame Sherry by Otto Hauer-

bach and Karl Hoschna which
appeared in Bloomington, Illinois in

1910.

Actually, the “Beautiful Doll"
song was added slightly later and
the original version of Madame
Sherry was French, being first per-

formed in Berlin around the turn of

the century. A new adaptation by
Martin Connor surfaced in Connec-
ticut in 1989. Such a cosmopolitan

history makes it entirely appropri-

ate for the summer musical at the
Guildhall School of Music and
Drama, though the obvious ques-

tion is whether it could stand a

longer run on a bigger stage.

The answer is just possibly "yes".

The Guildhall performance opens
nervously, but gains confidence as

it goes on. Here is a mixture of all

the cliches of the musical' corny

?

iIot, shaky dialogue, sentimental-

ly, set pieces and a happy ending.

On the other hand, those are the

ingredients that can make a musi-
cal work. And if you like good bad
jokes, Madame Sherry has its stack

of them: for example. "My uncle’s

so rich, he keeps Swiss money in

American banks." The bad puns are

a lot worse than that, but still

appealing.

Of course, it is on the music and
the lyrics that a musical stands or
fails. Madame Sherry stands. Not
only "Beautiful Doll", but also "Put
Your Arms Around Me. Honey" and
“Every Little Movement", all of
which have taken up by later stars.

In the Guildhall production, where
Martin Connor directs his own
adaptation, there is lovely chorus
work, and some attractive staging,

notably in the yacht in New York
Harbour. The costumes are elegant

throughout: it is a tribute to the

cast that they know how to wear
them.
There are good parts galore. I

liked Alison Burrows's Yvonne, the

girl who arrives on the New York
scene having been brought up in a
French convent, and her immensely
tall father Theophilus. played by
David AxeL Why Judy Browne's
Catherine has an Irish accent is

Yuri Posokhov and Nina Ananiashvili, guests from Moscow

Posokhov, now with the Royal
Danish Ballet, is a superb Romeo.
His natural elegance - everything

light, true, harmonious - is allied to

a quiet dramatic sincerity. He pene-

trates to the heart of each dance or

emotional moment, and shows us

its essence. WonderEUl the tight

focus of his anger in the fight with

Tybalt. The ardours of the young
lover, the intensity of his feelings -

even something heedless in
Romeo's temperament - are beauti-

fully stated.

Together, these two guests
reminded us that Leonid Lavrovsky
was one of the masters of Soviet

ballet, a feet which the Kirov Bal-

let’s lustreless presentation was at

pains to minimise. The presence of

the Mariinsky Theatre orchestra
was the other positive factor of the

evening: "authentic" performance,

such as these fine musicians gave
under Boris Grouzin, is a joy.

The Kirov is at the Coliseum with

varying programmes until July 31

beyond me, but it adds to the teas-

ing fun in a thoroughly enjoyable
evening. The orchestra is excellent

with some fine violin playing by
Sonya Fairbaim.

*
Meanwhile, the London Interna-

tional Festival of Theatre (LIFT/93)

continues acroiss the capital until

July 13. Catch it where you can. I

am told by those who have seen
them that the itinerant Hanoi
Water Puppets are sheer delight.

For myself, I enjoyed without
understanding the Chengdu Theatre
Company's Ripples Across Stagnant
Water at the Riverside Studio.

The play has elements of a Chi-

nese Madame Bovary and is set.

around 1900. against a background
of civil strife. 1 cannot comment on
the dialogue, but the acting, setting

and musical interventions are of a
very high order. One point that

struck me is how easily the Chinese
move from great courtesy to vio-

lence: almost in the same effortless

physical movement.

Malcolm Rutherford

Madame Sherry is at the Guildhall

School Theatre until July 7. (071)

638 8891

Scene from ’Ripples Across
Stagnant Water’

International
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.Adam PoHock’s intimate, outdoor

opera festival, Musica Nel Chiostro,

opens on July 22 with the first of
_

three performances of Le Dtsgrazie

d'Amore by Antonio Cesti (1667),

followed in early August by six

performances of Bernstein's

r.’. ’ . . Candida.. Ends Aug 1 5 (0564-38096)

1 BREGENZ
1

: The opera festival on tbs Austrian

comer of Lake Constance continues

, to- solidify its connection with
' •

' front-rank British producers.

Jonathan Miller's new staging of

'Fedora opens this year’s festival

' on July 20, with Mara Zampten in

.
-...the title role. David pountney

'produces Nabucco on tire floating

Sage. Ends Aug 22 (05574-4920

r
-.224)

^^^DROTTNINGHOEM
- - Bteabeth Sddorstr&m, much-ioved

>•^ Swedish soprano, has taken over
J

-
:

a9 artistic director of the world s

.u^jpost Important 18th century theatre

still in action. This year's operas

include Una cosa rare by Mozart's

Spanish contemporary Vicente

Martin Y Solar (conducted by
Nicholas McGegan, first night July

10) and Gretry's beautiful 26mire

et Azore (staged by John Cox). Ends

Sep 4 (06-660 8225)

GLASGOW
This year’s International Jazz

Festival, opening tonight, balances

Oscar Peterson, Nina Simone, BB
King and Tony Bennett with the

more exotic sounds of Don Pullen's

Afro-Brazilian Connection, the Art

Ensemble of Chicago and Hermeto

Pascoai. Ends July n (041-227

5511)

MACERATA
Reflate Bntson sings the title role

in Rigoletto. which opens the festival

on July 15. This year's other operas

are Lucia di Lammermoor staged

by Josef Svoboda and starring

Valeria Esposito, and Lb nozze di

Figaro conducted by Gustav Kuhn.

Ends Aug 11 (0733-230735)

M0NTREUX
The Jazz Festival (July 2-17) has

moved from the foreshore of Lake

Geneva and the crumbling confines

of the town’s Casino to the shiny

new Stravinsky Auditorium. Quincy

Jones oversees a fortnight of

showcasing from Bazil Masters

(including Gilberfo GH) and Soul

aid Jazz (AJ Green, Chaka Khan,

Ramsey Lewis) to the works

premiere of a new work by George

Duke (featuring Stanley Clarke) and

a Slues Summit with BB King and

Etta James. Fringe sessions at the

New Q’s Ciub look good, with Ray
Brown Trio, trumpeter James
Morrison, Eh/'m Jones and Michel

Petrucciani (021-963 8282).

Montreux's classical music festival

runs from Aug 20 to Sep 24
(021-963 5450)

JKIIHMO
To this tiny Finnish town below the

Arctic Circle and just west of the

Russian border, distinguished and
newly acclaimed European and

American ensembles and soloists

come to provide up to five concerts

daily, besides giving masterclasses.

What makes the festival continually
1

exciting is that so much of it •

consists of fine performers who
have just had a few days to

rehearse together. Chances are

taken, spur-of-the-moment insights

flashed. The atmosphere, amid all

the lakes and pines, is blessedly

informal. This year (July 16-Aug

1) several leading British musicians

figure, and there are song recitals,

Japanese concerts, the Maly Ballet

and some chamber opera

(086-520936)

PESARO
The Rossini opera festival opens

on Aug 9 with the first of four

performances of Armida, staged

by Luca Ronconi and conducted

by Daniels Gatti. with a cast led

by Anna Caterina Antonacd, Ramon
Vargas and Jeffrey Francis. This

year’s other production is a revival

of the Pizzi staging of Maometto

11 starring Cecilia Gasdte- Raina

Kabaivanska sings arias by Gluck,

Rossini and Cherubini on Aug 18,

and Maurizio Pollini gives a piano

recital on Aug 21. Ends Aug 22
(0721-33184)

RAVENNA
The line-up over the coming three

weeks includes concerts conducted
by Muti, Gavazzeni, Boulez and
Softi, plus a series of piano and
song recitals. Ends July 21
(0544-32577)

SALZBURG
Gerard Mortier's second festival,

opening on July 23, will be less

of an explosion than last year, but

the programme is still bursting with

good ideas. Deborah Warner stages

Shakespeare's Coriolanua alongside

a revival of Peter Stein's 1992
production of Julius Caesar. This

year’s new opera productions are

Cosi fan tutte (with Cedi la Bartoli

and Jennifer Larmore), Lucio Silla

(with Ann Murray and Luba
Orgonasova) and Monteverdi's

Poppea (with Sylvia McNair and
Philip Langridge). Revivals include

Salome (Bondy/Dohnanyi, with

Catherine Malfitano and Bryn Terfel)

and Falstaff (Ronconi/Solti, with

Jos& van Dam). There are concert

performances of Dallapiccola's

Ulisse and Nono's Prometso.

Despite the increase of

contemporary music at the festival,

Salzburg's luxury element continues

with a parade of top-class

orchestras, conductors and soloists.

Including the Berlin Philharmonic

with Abbado, the Oslo Philharmonic

with Jansons and the Vienna

Philharmonic under Maazei, Ozawa
and Levine. Rlccardo Muti's only

appearances the year will be to

conduct two Jessye Norman
concerts on Aug 2 and 3. A notable

occasion will be the farewell concert

on Aug 9 of Christa Ludwig, one
of the best-loved of Salzburg
veterans. Ends Aug 31

(0662-844501)

SAVONUNNA
No-one who visits Finland's premier

summer festival can fail to be
impressed by the stone castle

courtyard in which it takes place.

Poised on the edge of a lake, Olafs

Castia (Olavinlinna) is one of the

world's outstanding outdoor
locations for opera. The festival

opens this week with a new
production of Macbeth, conducted

by Leif Segeretam and staged by

Ralf Langbacka, with festival director

Jorma Hynninen in the title role

(seven performances till July 20).

Fldello (first night July 8) and Die

ZauberfISte (July 2, 5, 7, 12) are

both August Everding productions.

Lithuanian Opera and Ballet theatre

brings Nabucco (first night July 21)

and Lucia dl Lammermoor (July

22).

Peter Schreier gives a recital next

Tues and conducts Bach's Saint

Matthew Passion on July 1 1.

Hakan Hagegard gives a song

recital on JuTy 10. Bids July 27
(057-514700)

SPOLETO
The annual arts binge in this

Umbrian town is now in full swing.

This year's operas are Puccini's

Trtttfco, staged by the festival's

ageless supremo Gian Carlo Menottl

in the Teatro Nuovo, and The Rake’s

Progress at Teatro Ca/o Meiisso.

The dance programme features

American company Garth Fagan
Dance and Ballet of the Deutsche
Oper, Berlin, with Peter Schaufuss.
Steve Berkoff directs Oscar Wilde's
Salome, and there is an
Italian-language production of

Tennessee Williams' A Streetcar

Named Desire. Plus numerous
midday and piazza concerts.

Ends July 14 (Tickets 0743-40265
Information 0743-44097)

TANGLEWOOD
For more than 50 years, the Boston
Symphony Orchestra's summer
home has provided a relaxed setting

for concerts in the heart of the

Massachusetts countryside.

This year's opening events, from

Thurs till Sat this week, feature the

Boston Symphony Chamber Players.

JulHard String Quartet and baritone

Hakan Hagegard, prior to the

Boston Symphony’s first orchestra)

performance on July 9.

On Sun, Tangfewood presents

a round-the-clock Independence
ay celebration culminating with

an appearance by folk group Peter

Paul and Mary. Ends Aug 31

(Tteketmaster Boston 617-931 2000
New York City 212-3077171)

VADSTEJNA
Vadstejna's annual opera festival,

set In toe historic buildings of tills

charming medieval town 250 km
south-west of Stockholm, continues
its exploration of forgotten works
with Stradella’s II Trespulo tutors

(1679) and Paer's f molinari (1794).

The festival opens this week and
runs till Aug 11 (Tickets 0143-19400
Information 0143-12229)

ARTS GUIDE
Monday: Performing arts

guide city by city.

Tuesday: Performing arts

guide city by city.

Wednesday: Festivals
Guide.
Thursday: Festivals Guide.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(All times are Central Euro-
pean Time)

MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.
Super Channel: Financial

Timas Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:
Financial Times Reports
0930
Sky News: West of
Moscow 1130: 2230
Sunday Super Channel:
West of Moscow 1830
Super Channel: Financial

Times Reports 1900
Sky News: West of
Moscow 0230; 0530
Sky News: Financial Times
Reports 1330; 2030
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Paternalist survivor

of the seventies
M ost- Western

industrialised
countries (in

which we should

nowadays include Japan) are

suffering from similar prob-

lems: recession or disappoint-

ing growth; high and rising

unemployment; and worries

about the stability- of financial
institutions.

Yet so strong is the human
instinct to blame everything

on an external enemy or oppo-

nent that the only slogan

under which statesmen can
agree to discuss the problem is

“lack of competitiveness”. This

was the theme of both Jacques

Delors and John Major at the

recent European Community
summit in Copenhagen,
although their remedies dif-

Sir Edward

B
vS- Heath will be

34 77 next week.
'v-Sn In the last

words of this

876-page biog-

y5" raphy: “He has
tSOOK outlasted all

REVIEW his contempo-
raries {in the

House of Commons]; and Ms
reputation is beginning to be

restored." In the end, it is his

staying power as a politician

rather than his achievements

in office that continue to

astound. He was prime minis-

ter for less than four years and

left Downing Street In near

ignominy after the general

election of February 1974.

While hesitating to recom-
mend a book of such Length to

busy people, 1 would say that it

Is at least as interesting as a

tale of the difficulties of gov-

erning Britain as it Is an
account o& by any standards, a
very unusual man. Practically

all the problems that can ever

afflict a British admJhxistration

came together during Heath's

premiership in the early 1970s.

Unemployment passed the

then politically unacceptable
level of lm. The trades unions
were rampant there was not

one miners* strike, but two, the

second coinciding with the

threat to oQ supplies from the

Middle East war of 1973. North-

ern Ireland was at its worst
In the midst of it ail. Heath

was working at his ambition
and lasting achievement of tak-

ing Britain into the European
Community. Even that was at

[east as difficult in the House
of Commons as passing the
treaty of Maastricht It was
secured only by the support of

the Roy Jenkins wing of the

Labour party and the insis-

tence of Francis Pym, the chief

whip, against all Heath's natu-

ral instincts, to aiiow the
Tories a free vote.

It will be up to historians

ultimately to Judge whether
the Heath government floun-

dered because of the prime
minister’s peculiar tempera-
ment or whether it was pre-

cisely his single-minded deter-

mination that allowed it to
achieve as much as it did. John
Campbell, previously a biogra-

pher of FE Smith, Lloyd
George and a short on Roy Jen-

kins, does not presume so far,

but he offers some significant

reassessments.

EDWARD HEATH
A BIOGRAPHY
By John Campbell

Jonathan Cape. £20, 876 pages

The first Is that it is quite

untrue that Heath was the

forerunner of Margaret
Thatcher but betrayed the new
Tory faith in the market econ-

omy by a series of U-turns

starting with the rescue of

Upper Clyde Shipbuilders. As
Campbell convincingly demon-
strates, Heath -was never much
of a free market radical He
was a Tory paternalist who
had been effectively, as chief

whip, chief of staff to Harold

Macmillan. He believed In

regional policy, in interven-

tionism and in keeping the

closest eye on the employment
figures as almost the single

key political indicator.

Tim section on Selsdon Man
is brief; but telling. The confer-

ence of the Tory shadow cabi-

net at the Selsdon Park Hotel

tn early 1970 was not especially

about economic policy; it was
planned simply to bring all

strands of policy together
ahead of a general election. Yet
the media latched onto it lain

Macleod suggested telling them
that it was all about law and
order, which the media fell for.

It was Harold Wilson who then
coined the phrase “Selsdon
Man" - “a lurch to the right,

an atavistic desire to reverse

the course of 25 years of social

revolution ... a wanton, calcu-

lated and deliberate return to

greater inequality".

Initially, the conference may
have helped the Tories because
the almost accidental publicity

helped to show the country
that there was an opposition

party in waiting for govern-
ment In the longer run, how-
ever, the phrase was damaging
to Heath since Selsdon Man
was all that he wasn't It repre-

sented what he later thought
about Margaret Thatcher.
Campbell’s other useful reas-

sessment is on Europe. Mythol-
ogy has it that Heath was a
passionate European almost
from his birth on the Kent
coast Possibly he was. though
not everyone knew it Camp-
bell suggests that he was put
in charge of the original, abor-

tive negotiations with Brussels

precisely because, unlike such
known Europeans as Christo-

pher Soames, Peter Thomey-
croft and Duncan Sandys, be

was thought to have an open

mind. (Incidentally, it was
from that period when he was

negotiating terms for over

*500 products that he became
known as “Grocer Heath" -

nothing to do with his rela-

tively humble background.)

Campbell convincingly

explains one more point. When
Britain finally won entry to

Europe under President Pompi-

dou, Heath believed that the

country must make a dash for

growth in catier to be able to

keep up with its new partners.

That was the misleadingly

called “Barber boom”. It was
really the Heath boom. As
Lord Barber remains reluctant

to say in public, as chancellor

he was desperately worried

about it, just as he was about

the prices and incomes policy

espoused by Heath.
The lamina, as it is in all

books on the period, is on the

detail of bow and why Heath
came to call a general election

on February 28 1974. If be bad
held on or just possibly gone
earlier, British history in the ,

next few years might have
|

been very, different - certainly
i

the history of the Tory party.

For this we await Heath's own
account, if it ever comes.

Luck has played a large part

in his career, not always for ill

He. was fortunate to have been
number two to Lord Home at

the Foreign Office. Thus he
had no hesitation in support-

ing Home for the leadership
when Macmillan resigned. In
the process his own rivals were
largely eliminated, and Heath
became the natural successor.

The strange unexplainable par-

adox is that in 1970 he won a
general election he was expec-

ted to lose and in February
1974 lost when he was expected

to win. Here surely is the case

for fixed-term parliaments.

There are lots of anecdotes

along the way. As a boy. Heath
called his dog “Erg", after his

names: Edward Richard
George. Campbell forgets to

tell us what kind of dog. It is

also possible that the author

has a peculiar animus against

The Times. Lord Rees-Mogg,
editor during the Heath yeans,

will not enjoy being exposed
for being almost invariably

wrong in his comments.

economic Viewpoint

Myth of European
'competitiveness’

By Samuel Brittan

Malcolm Rutherford

By accident or good timing, a
pamphlet has landed on my
desk by John Horam, a former

Labour minister, who has per-

suaded himself that the Tories

are the lesser evil and now sits

as Conservative member for

Orpington. The pamphlet is

called Making Britain Competi-
tive. Much of what he writes,

like most of what his leader

said in Copenhagen, makes
eminent sense. But in both
cases their arguments are

spoiled by being put in the
competitiveness framework.
The units that compete in

world trade are - heaven be

praised - individual businesses

and not whole nations. One
can talk about competitiveness
at the national economic Level

only in a strictly limited sense,

A country may have cost lev-

els, at prevailing exchange
rates, which are so high as to

undermine solvency or to

threaten jobs which would oth-

erwise be safe. In this sense,

the UK was uncompetitive - as
some of us saw only with hind-

sight - at the old ERM
exchange rata Germany risks

becoming so today.

The UK competitiveness
problem was dealt with, at
least for a time, by devalua-

tion. The D-Mark has risen

against some European curren-

cies, but has fallen heavily

against the yen and modestly
against the dollar. It remains
to be seen whether these move-
ments will be enough.
Of course, the benefits of

devaluation may be eroded by
inflation, as regularly hap-
pened in the British case and
could happen again. If it does -

and it need not - then the UK
will be seen to have a real com-
petitiveness problem and one
which cannot be tackled by
monetary or exchange rate

manipulation.
But if most countries, not

only (he UK and/or Germany,

are in a position where labour

costs are too high for full

employment, then it ceases to

make sense to talk of competi-

tiveness. For competitiveness

is a relative concept; and we

cannot all be uncompetitive

against each other.

The last international figure

whom 2 remember making the

point was Emile van Lennep,

the Dutch secretary general of

the OECD between 1969 and

1984. But Mr Van Lennep
firmly rejected any diagnosis

of the common problems of

member countries in terms of

competitiveness. “Against

whom should the OECD as a

whole be more competitive?

Against the developing world?

Against the moon?" The prob-

lem was, and is, performance,
not competitiveness.

Since then, of course, many
have asserted that there is,

indeed, a threat from the non-

OECD world, in particular the

Asian developing countries

and the former Communist
countries of Europe
The real reason why these

countries are unlikely to

impose an insupportable threat

to jobs in the West is that they

do not export to line their bank
vaults with yen, dollar and
D-Mark notes, but in order to

import. Western sales lost in.

home markets to these new
competitors should be compen-
sated by the extra purchases

by these countries of western
products. Indeed, with their
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Competitiveness
is relative; we
cannot all be
uncompetitive

against each other

urgent needs for imports from
the West, it is inconceivable
that the developing or former
Communist countries should
try to undervalue their curren-

cies to maintain an export sur-

plus. Their desire, for very
good reason, is for the largest

imports they can finance.

These general thoughts may

be cold comfort to western
European steeL textile or coal

producers who feel themselves
threatened* but the threat is to

staying in the same jobs at the

same pay rates - not to overall

job levels.

John Major’s exposition in

Copenhagen was. in its statisti-

cal illustration, mostly in
terms of the EC, on the one
hand, and the US and Japan,

on the other - in other words,

the old rather than the new
competitors. The estimates he
cited purported to show that

the EC had become more
uncompetitive against both
Japan and the US. This is

shown in the top chart by the

steeper rise of EC labour costs.

Unfortunately, the figures
contained a snag. For they
were in terms of national cur-

rencies, which ignores
exchange rate changes. The
bottom chart takes them into

account by expressing all costs

in terms of a single currency,

namely dollars. This trans-

forms the picture. The EC still

looks as if it has become more
uncompetitive against the US.
But both the US and the Com-
munity seem to have become
more competitive against

Rad policies would
still be a threat to
jobs if present in

all countries to the
same extent

Japan. The latter country has
obviously had seme success in
offsetting increased labour
costs by improvements in
other aspects of competitive-

ness. Even so, Japanese indus-

try is clearly feeling the pinch,

and American demands for yet
further yen appreciation verge
on the ludicrous.

The charts should also show
the futility of conducting inter-

national economic policy in

teams of competitiveness. The
area against which the EC has
clearly lost competitiveness is

the US. But the Clinton Admin-
istration Is vociferous that the

US is not competitive enough.

The competitiveness approach
soon deteriorates into a aero-

sum game in which world out-

put and employment seem
quite wrongly to be fixed and
in which doe group can gain
only at the expense of another.

John Horam concludes his

pamphlet by saying that com-
petitiveness “usually bolls

down in practice to mean
higher standards, being better

organised and more efficient,

usually also more thoughtful'’.

Perhaps someone will think of

a new slogan which will encap-

sulate these qualities - without
suggesting that we need an

. interplanetary war to. achieve
them all over the earth.

If the. seemingly inexorable

rise in European unemploy-
ment from one business cycle
to the next, does not merely
reflect uncompetitiveness
against other regions, then
what does it represent? John
Major gave basically the cor-

rect explanation in terms of
excessive pay rises (now much
less true in the UK), high
social overheads, the Commis-
sion Working Time Directive
and other regulations which
make labour too expensive. AH
these things, however, would
still be a threat to jobs if they
were. present in all countries
and blocs to the same extent
What the exponents of the

pricing-out-of-work hypothesis
have still to explain is why the
phenomenon should have got
worse decade by decade since
the 1970s. A first shot at ah
explanation is that the labour
market has become more dif-

ferentiated. Market-clearing
pay differentials have widened
out and are subject to more
rapid change - a centralised

pay norm would now help
much less, even if we could get

it Evidence for this is the wid-

ening of pre-tax pay differen-

tials among (hose who are in

jobs.

The changes are much more
complex than skilled workers
gaining at the expense of
unskilled - the German
apprentice system Is itself

looking dated. If there is to be
a return to full employment,
much more effort will have to

be made by employers to find

pay rates at which jobs can be

offered and there will need to

be an end to macho-style man.

agemeht which . measures
toughness in terms, of staff

cuts.
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Manufacturing is the

key to improving
standard of living

Not convinced by gas

competition argument
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From Mr Mark H JRndcliffe.

Sir, Samuel Brittan (and Sir

James Ball and Donald Robert-

son), for from exposing "that

manufacturing fallacy again”
(Jane 28), have highlighted an
economic fallacy. Most eco-

nomic commentators are
undoubtedly technically cor-

rect but, in practical terms, are
wrong to dismiss the impor-
tance of manufacturing in our
trade balance. Britain has to

balance its books better on
international trade and manu-
factured goods if it wishes to

achieve a viable economy and
standard of living.

Manufactured goods account
for nearly half of UK consumer
spending, and three quarters of

UK exports. These are pro-

duced mainly by world-class
companies. Without them,
much of the income from invis-

ibles, whether royalties, divi-

dends or profit repatriation,

would not be achievable. „

UK manufacturing industry
provides employment for about
4.5m people, and an equal num-
ber indirectly in related ser-

vices. Without this employ-
ment, the public sector

borrowing requirement would
escalate even further. In any
event, it is unrealistic to trans-

fer all the skills to the service

industries overnight even if

there was a market for them.
The high leveL of imports is a

matter of great concern. That
is why the CBI National Manu-
facturing Council has launched
an initiative to rebuild the
UK’s supply base so as to meet
both home and overseas
demand more effectively.

Overseas investors can
finance the deficit by lending
or investing in the UK Over-
seas countries currently own
about a quarter of Britain's
manufacturing industry. But if

we fail to develop our manufac-
turing base we risk losing that
as well. Manufacturing indus-

try is the real key to wealth
creation. Let us encourage it to

compete internationally rather
than undermine ft with falla-

cious economic arguments.
Mark H J Radcliffe,

|

CBI National Manufacturing
Council
Centre Point,

103 New Oxford Street,

London WClA IDU

|

From Ms Ruth. Evans.

Sir, Your editorial, “Abolish-

ing the gas monopoly" (June
29), is right to argue that social

obligations imposed on public
utilities are compatible with
competition. However, in argu-

ing for greater competition in
domestic supply of gas you
make one dubious point,
ignore another and reach an
unproven conclusion. •

The electricity industry in

England and Wales is not a
convincing model of competi-
tion. Electricity privatisation

did not result tn a truly com-
petitive market It produced a
duopoly with knobs on - with
two big generators, regional
supply monopolies, a subsi-
dised nuclear sector financed
by a levy on consumers' bills,

and imports of French electric-

ity subsidised by the French
government Moreover, the reg-

ulatory body. Offer, regulates

prices too far downstream from

the generating sector, where
two-thirds of costs he. This is

not open competition.

You fail to address what ben-

efits competition would deliver

to consumers. Neither you nor

Qfgas, the gas regulator, has

made clear what the costs and
benefits would be of the break
up of British Gas’s vertically

integrated business. Given, the

Umits on consumer choice over

an undifferentiated product,

coming from a single set of

pipes, there is no guarantee

that consumers would gain

from the abolition of price reg-

ulation. Therefore, we are not

convinced by your conclusion:

“The Introduction of competi-

tion would also bring nearer

the day when regulation could

be relaxed".

Ruth Evans,
director.

National Consumer Council

20 Grosoenor Gardens,

London SW1W0DH 7 .
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Rediscovered in wrong country
From Mr Mark Harrnam.

Sir, With reference to Mich-
ael Prowse’s review of von
Mises’ work (“Time to redis-

cover Ludwig von Mises", June
28), whether ins work is or is

not an extension of that of

David Hume and Adam Smith,
I am sure that von Mises would
have known that they were
Scots and not. English.
Mark Hannam,
78 Mayola Road,
London E5

From Mr S G Grant,
Sir, In decision taking

regarding political donations,
some directors of public
companies may be uncon-
sciously influenced by their
personal political views rather
than by any perception of com-
mercial benefit to their compa-
nies.

A number of leading compa-
nies do not, however, make
political donations and It may
be worth recalling the initia-

tive taken by a highly regarded
multinational, Unilever. It con-

sulted all Its shareholders on a '

“one shareholder, one vote”

basis, resulting in a narrow

majority in favour of political

donations. But, as the result

was finely balanced, the board,

of Unilever decided not to go

ahead.
The steps taken by Untievet.

perhaps carried out periodi-

cally, could provide the basis

for reform to resolve this con-

tentious issue of political dona-
tions to public companies.

S G Grant,
*

23 SoOershoU West,

Letchworth.
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US labour market trend offers no solution for EC unemployment

WestLB
The Westdeutscha Landesbank

From MrRichard Seager.

Sir, You report that, to deal

with the EC unemployment
problem, John Major and oth-

ers have argued for less regula-

tion of EC labour markets
(“Major fires broadside at
social policy". June 22). Within
the news story and your edito-

rial ("EC plan from Mr
Delors") the US is presented as
an example of a country where
a “flexible" labour market has
allowed morejob creation than
'In the EC. The intentions of Mr
Major’s government farther to
deregulate labour markets
were made clear in the report
on the upcoming Trade Union

Reform and Employment Bill

(“A-Z of the new law for
employers, workers”, June 22).

The law, by allowing employ-
ers to pay more to workers
who forego collective bargain-
ing rights and accept Individ-
ual contracts, alms seriously to
undermine the influence of
unions by allowing workers to
be penalised for choosing to be
members of legal organisa-
tions.

The fact that anyone can
present the -US as an example
of labour market practice
astounds me. Yes, the strength
of unions has diminished over
the last 20 years. An impor*

I

tanteause has been the loss of
unionised manufacturing Jobs
and their replacement by low
paying, insecure service jobs
lacking union protection.

Nearly everyone agrees the
overwhelming majority of jobs
created in the US in the last

decade have been of this type
rather than of jobs allowing
the middle-class existence and
prospects which an earlier gen-
eration took for granted. The
declining or stagnant real US
wages of the last 15 years, and
growing inequality, are the
direct results.

Is this the swnfng star that
EC policy makers want to fol-

low? This Is not to belittle

what Is a real problem. Unem-

ployment is rife in’ all the

industrialised countries, but its

solution must be coupled with

mores to guarantee firing stan-

dards, security and mainte-

nance of workplace standards.

How to do this is a big task

requiring innovative .thinking

by governments, unions and
employers. This is .

not made

easier by focusing on ideologi-

cal solutions or ignoring the

Inequality and injustice “flexi-

ble" labour markete create.

Richard Seager,

601 WH2Ui St Apt 34'

New York, NY 10025, OS
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Stop the EC
waste war
LONG ACCUSTOMED to
complaints from its EC partners
about high interest rates, Ger-
many now faces criticism for
flooding its neighbours with
another form of unhelpful export
The cause of the concern is the
excessive quantity of waste pack-
aging material generated by Ger-

'

many's ambitious but ill-thought
out recycling scheme.
;
Having bowed to pressure from

environmental lobbyists for hasty
introduction of a country-wide col-
lection system, Germany now
finds the results are hurting its
neighbours and itself. After sev-
eral skirmishes on the subject
among Community environment
.ministers in recent months.
Prance on Tuesday thiratened to
ban Gentian imports at parimgm^
material. Other countries may be
ready to follow.

The episode highlights the need
tor sensible EC rules governing
waste disposal in member coun-
tries. Unfortunately, an EC direc-
tive setting down common policies
and objectives on packaging
waste, under dismission for 2’A
years, is still a long way from
agreement The issue, which has
important repercussions for the
functioning of the single market
has been lamentably neglected
during the past year. One of the
more useful contributions of the
six-month Belgian EC presidency
which starts today would be to
dear up what is rapidly becoming
an EC-wide packaging mess.
The nub of the problem is Ger-

many’s DSD recycling network,
established after a 1991 law
obliged manufacturers and retail-

ers to re-absorb wrapping materi-

als. Refuse gathered under the
scheme, subsidised by both con-
sumers and producers under a
product labelling system, for out-

strips the country’s capacity to
recycle .it. As a result, large
amounts of waste are roaming

Europe, driving down prices for
raw materials such as plastic,
paper and board, and flannupng
recycling industries elsewhere.
The system has other important

drawbacks. Rules requiring com-
panies to take part in recycling
schemes on a country-by-conntry
basis can discriminate against
importers. The main beneficiaries
have been German waste contrac-
tors: risk-free intermediaries
which arrange collection and
recycling, and pass on the bills to
the central DSD company.
Reflecting rising recycling costs,
the organisation itself has
announced it is in danger of finan-
cial collapse.

Outside Germany, Spanish,
French and UK producers have
been hit by large quantities of sub-
sidised German waste paper, while
Belgium and the Netherlands have
complained about too much Ger-
man glass. The DSD’s most count-
er-productive success has been in
collecting plastic, which is techno-
logically difficult - and thus
uneconomic - to recycle. This
year, 400,000 tonnes will be col-

lected, of which an estimated
160,009 tonnes wQl be sold abroad.
Indicating greater realism, Rnm>
now plans legislation to ease con-
straints on plastic incineration,
which may lower excess supply.

The EC’s proposed directive, in
its present draft form, offers only
half a solution to the free-for-alL

The plan calls for countries to
recover or recycle a uniform 90
per cent of all packing waste over
10 years, compared with about 20
per cent at present. What is

required is a graduated set of
rates for different products, link-

ing targets to ease of recycling in
different markets. In the mean-
time, Germany should accept
self-restraint on subsidised

exports of surplus material. The
last thing the EC needs is a war
over waste.

Mates and worse
MR MICHAEL MATES, the fbrmer
Northem Ireland minister, is con-

vinced that something is wrong
with the system whereby the con-
troversial businessman Mr Asti

Nadir is, or is not, being brought

to justice. Who could disagree? Mr
Nadir has, with impunity, inflicted

losses on hundreds of innocent
people. He has obstructed the
administrators of Polly Peck, the

company he ran into the ground,

in their attempts to retrieve some-
thing from the wreckage. He has

jumped bail, despite retaining

enough, money to buy the services

of the best lawyers in the land.

Yet Mr Mates’s worries hinge on
the plight of Mr Nadir, now sun-

ning himself in Northern Cyprus.

He accuses the Serious Fraud
Office (SFO) of a campaign to

undermine Mr Nadir's defence. In

his own r^mppign, however, Mr
Mates has signally failed to

deliver persuasive evidence. Sir

Nicholas Lyell, the attorney-gen-

eral, was right yesterday to reject

the former minister's call for a foil

independent inquiry and bis deci-

sion to publish the relevant corre-

spondence, albeit in edited form,

is welcome. -

Mr Mates’s priorities look quixo-
’ tic, Mr Nadir, in contrast,* is no
Quixote, but be must be congratu-

lating himself on finding a Sancho
Panza prepared to defend his
interests to the death. The govern-

ment's priority, at this stage,

should stHl be to put Ur Nadir on
trial. That may be a pious hope,

but the government has little

alternative but to apply further

pressure an the Turkish authori-

ties to secure Mr Nadir’s return.

One way or another, the founder

of Polly Peck can be retied upon to

continue making a fool of
‘

Britain’s politicians and its courts.

Police service
YESTERDAY’S REPORT from an
iffidal committee chaired by Sir

Patrick Sheehy advocates

te>readting
r
changes to the pay

ind grading of police officers in
England and Wales. On Monday,

te government published a white

iper setting out equally radical

reposals to shake up police

ganisation and management,
he two documents together pro-

de a blueprint for overhauling

ritain’s
.

police, the last public

srvice to be subjected to the gov-

nment's reforming zeaL

The proposals follow a similar

rate to that already taken in the

jalth service, local government

id education. At its heart is a
ear distinction between, the pur-

user of police services, the

dice authority, and the provider,

e police force. Police authorities

01 develop local policing plans,

t targets, determine budgets and

onfov the performance of their

roes. The 43 police forces in

agfond and Wales will provide

re services, with much greater

eedom for their managers, the

def constables, to manage their

roes.

This approach requires that

iblic services work to clearly-

sfined objectives- It should pro-

de much greater information

tout how well different police

tees perform in achieving their

rgets. And it allows comparisons

be made between, forces, so that

ague tables can be used to iden-

y best practice and raise the

rfbrmance of under-achievers.

Inside each police force, respon*

)ility win be delegated to toe

magers in individual ponce ste-

ms, who wUl be encouraged to

come more responsive to their

al communities. Three middle

magement ranks are to be aboT

ted, and a switch made to fixed*

m employment contracts. As m
i rest of the public services, per-

mance-related pay will replace

^existing pay scales with their

myriad allowances and automatic
annual increments. In short, what
is proposed is a performance cul-

ture within which good polking is

rewarded and bad police officers

are shunted out of the sendee.

All of this is welcome, and long

overdue. However, setting perfor-

mance targets needs finesse if the

work of an organisation is not to

be distorted. Targets for response

times to emergency calls, for

example, could be achieved by
putting more police officers In

cars - leaving fewer of the ’’bob-

bies on the beat” which most peo-

ple say they want to see.

And in one respect, the govern-

ment has failed to learn an impor-

tant lesson from Its reforms of

other public services. Better man-

agement and tighter focus on

clearly defined targets can do

much to improve the efficiency of

service providers. But creating

effective purchasing bodies which

are responsive to local needs is

not achieved through unelected

quangos. They lack the local rep-

resentation that is essential for

creating a responsive service

reflecting local priorities. And

absence of local accountability

deprives management of warning

signals that can indicate serious

problems, as happened when the

new computer system at the Lon-

don Ambulance Service collapsed.

To his credit, Mr Michael

Howard, the home secretary, has

stepped back from the proposal of

his predecessor, Mr Kenneth

Clarke, that Whitehall nominees

should dominate the reformed

pbhee authorities. But elected rep-

resentatives are likely to control

less than half the votes if the

chairman is one of the home secre-

tary’s appointees. It is already

apparent in the health service that

absence of local accountability has

impaired effective purchasing on

behalf of communities. Ministers

are heading for the same mistake

hi the police service.

A posse of technicians will
soon be at work in the
Bank of RngiwnH moving
a battery of computer
terminals from the dep-

uty governor’s office into the gover-
nor’s next door.

The move of the screens carrying
market news between the two “par-
lours” opening on to the Bank's
Garden Court will be the first visi-
ble evidence that from today a new
hands-on manager, Mr Eddie
George, has taken over running the
Old Lady of Threadneedle Street
The 54-year-old Mr George is a

keen sailor and so sports the light
tan that is de riguewr amnny mod-
ern-day central bankers. But he
comes from a very different back-
ground from his patrician predeces-
sor, Mr Robin Leigh-Pemberton.
Mr George was the Bank's deputy

governor until midnight last night
He is only the third insider to *»*«»

the top job since the Bank was
nationalised in 194&. The nnmpufer
terminals and the cigarette that is

usually in his timid tell of a central
banking career that hap developed
in a symbiotic relationship with the
world of fin^nrial raarVpfg

Interviewed in his old office this

week. Mr George chose his words
with a fluent coition bom of 31
years working fn the Rank.

Spelling out the priorities and
concerns that will colour his five-

year torn of office, he:

• suggested Britain had the poten-
tial for recovery continuing
“through the rest of this decade”;
• warned that there must be limits

to the protection that bank deposi-

tors can expect;

• reaffirmed his belief in more cen-
tral bank autonomy while dampen-
ing expectations that he would cam-
paign for it; and
• made dear that, while the Rank
would act as the “interface”
between the City and industry, it

was not the governor's job to be the
chief spokesman or champion ofthe
Square Mile.

But the word that cropped up
most - some 20 times in so minutes
- was “stability".

Achieving stability Is Mr George’s
prime policy goal. His determina-
tion to put stability first bears wit-

ness to years of frukration trying to
manngp monetary policy in a nation

that has too often suffered inflation

and lurched from stamp to boom.
A passionate belie! in stability -

generally expressed in terms of low
inflation coloured his observa-

tions on many issues, ranging- from
the purpose and morality of mone-
tary policy, to central hank indepen-

dence and European wwinmin and

monetary union

But first he was asked whether
his elevation and the appointment
of Mr Rupert Pennani-Rea, formerly

editor of the Economist, as his dep-

uty would lead to a change of style
and management at the Rank after

the 10-year governorship of Mr
Leigh-Pemberton, who was noted
more for his skill in delegation than
day-today wiflnagffment-

“Yes. There will necessarily be a
change of style. I was quite dearly
brought up in the Bank and have
been totally involved in what you
might call the plumbing. So I shall

continue to take an extremely dose
interest in the plumbing.”
But being governor necessitated

at tost 30 days of foreign travel a
year. “So, inevitably, I shall be dis-

tanced from the day-to-day aflhirs

to a degree that I haven’t been hith-

erto." At those times, Mr Pfennant-

Rea would “ran the Bank in the
way that I have done".
But otherwise Mr George seemed

determined to stay in control. The
only formal change in the manage-
ment structure would be turning
the existing deputy governor’s com-
mittee, which has functioned as a
kind of executive committee, into a
more formal executive committee
with Mr George, as governor, stay-

ing in charge. Til chair it when I’m

here and Rupert win chair it when
rm away . . . Rupert and I, I see as

being like twin arms of an arm-
chair. I expect us to work extremely
closely together.” .

Unlike their predecessors, both
men have a dear mandate from the

government to put the combat of
inflation before other goals. This
new framework and the govern-

Quick and the

dead
Slow-moving corteges could soon

be a thing of the past if we’re to

put a literal interpretation an the

words of one Alan Edwards,
president-elect of the Funeral

Standards CoundL “Some funeral

directors are fruUng to keep pace

with consumer expectations...”,

he says.

As part of its “quest for

excellence”, the newly-formed

undertaking is to appoint a funeral

flrehnHsman. Since there hasn’t

been one to deal with matters of

death before, the first incumbent

will be advised by the body

•concerned with perhaps the nearest

equivalent the insurance

Ombudsman Bureau.

Given the nature ofthe job,

however, the council might do well

to arrange for additional advice

from the Society for Psychical

Research. After all, to keep proper

watch over the quality of services,

the funeral ombudsman will need

ways of hearing complaints from

the principal consumers who, given

modern methods of disposal, will

‘-inmost cases have themselves been

consumed.

Winged words
“What’s in a name?" If

Shakespeare's Juliet asked her

oft-quoted question at the moment,

the corporate world could supply

Eddie George, who takes over today as Bank
of England governor, discusses his aims

with Peter Norman and Richard Lambert

A steady hand
at the helm

Ashley Ashwood
Eddie George: ‘By achieving stability, you are better able to achieve growth and improvement in national wealth1

ment’s inflation target have been
“extremely helpful” and “remark-
ably successful", says Mr George.

Low inflation is important
because it is a necessary condition

for economic growth. “I think by
achieving stability, you are better

able to achieve sustainable growth,

sustainable increases in employ-
ment, sustainable improvement in
national wealth and therefore better

able to achieve your social objec-

tives, whatever they are.”

It also provides a reliable basis

“for taking all the major economic
decisions ... And I think it is the
way we can move towards a
long-term economy rather than a

The governor should
not be the chief

spokesman for the
City ... he should be
the chief spokesman
for sound money*

short-term economy.”
There is a moral aspect to stabil-

ity, too. “What you get if you get

high and variable inflation is a
totally arbitrary distribution of
wealth in real terms. And I think on
the whole with inflation it is the
weaker sectors of society that get

disadvantaged compared with the
RnandaTly more sophisticated.”

Indeed propagating stability is

more important than achieving
greater operational autonomy for

the Bank, he says. Mr George’s
remarks suggest that he will be
happy to join Mr Kenneth Clarke,

the new chancellor, “sitting an the
fence” in the debate about whether
Britain should have a more inde-

pendent central bank.
“1)10 thing that I shall lobby for

is to broaden the constituency and
support for stability, because in a
sense mileas you actually have pub-

lic, political support for stabili-

ty. . . then greater autonomy, statu-

tory accountability, call it what you
hke, wouldn’t be terribly effective.”

Although Mr George believes that

“an balance and over time” more
operational autonomy for the Rank
would help it achieve stability, he
concedes that “it's not, in this par-

ticular set of circumstances, a case

that's made.” He declines to predict

that he will be running an indepen-

dent Rank of England at the end of

his first five-year term.

Independence is no magic black
boxthat brings stability in its wake.
“I think there is no doubt that the

constituency for stability is the

horse. The rest is the cart,” he said.

UnHfce Mr Leigh-Pemberton, the
Bank's new governor Is not too
enthusiastic about the example of

New Zealand, which has given its

central bank operational indepen-
dence while mating it accountable

to a Westminster-style parliament
“I don’t pretend to be a constitu-

tional expert,” he said, but “I do
think it’s quite dangerous to take
any model and simply seek to trans-

pose it internationally. There are a
lot of differences between the New
Zealand situation and onrs. On the

whole, it’s a small economy, proba-

bly more sensitive to monetary
instruments than ours is."

By contrast, conducting monetary
policy in Britain is a complex busi-

ness. According to Mr George, “400

pieces of information" have to be
taken into account when changing
interest rates. The Bank and gov-

ernment must look at the exchange
rate and “all the movements of

ftnanriai markpfrg. AO the monetary
indicators; not just broad money.
What's happening in credit What's
happening to the sectoral behaviour
- the personal sector, the industrial

sector, the financial sector. AH the
real economic indicators. The
behaviour of the fall in unemploy-
ment and what that is tailing qs
about the economy
But are not UK interest rates

changes political, rather than eco-

nomic? Mr George looked slightly

pained. He admitted that the precise

timing of two recent base rate cuts
- January 26 and last November -

was influenced by political pres-

sures. But he insists: “We took the

The word that
cropped up most In
the interview - some

20 times in 50
minutes - was

‘stability*

initiative to cut Interest rates In

January and we did in response to

the 400 or 4,000 indicators."

However, the perception that the
government was behind the move
was costly. “It does have a corrosive

effect over time, that it creates the

impression - I think the largely

false impression - that actually

monetary policy is dictated by polit-

ical considerations."

“It’s a pity and it’s expensive in

the sense that perception undoubt-
edly increases the risk premium
that is on UK rates. And you could
see it created for a time a weaken-
ing in the eychangp- market which
wasn’t justified by fundamentals.”
Are there not other areas where

Observer
some punny ifnot funny replies.

Rainers, whose name was
pprhapc indelibly tarnished by
association with crap, has re-titled

itself Signet Group.
The new name has “a nice ring

to if. explains Chairman Jim
McAdam. Besides, in sound albeit

not in spelling, it has transformed
what had been an ugly duckling
into a young swan.
New feathers have also been

taken on by Control Securities,

just switched to Ascot Holdings.

Finance director John Kersiake

says that although some old geezers

are still around there, that is not
why the new name was chosen.

Nor has it anything to do with
hot water.

Moreover, although It’s purely

a flight, of fancy, Kingfisher’s

progress since its translation from
Woolworth suggests yet a further

change.
Surely Heron would do well to

rename itself Phoenix now it is

rising anew from the flames - Ut

by a Ronson, of course.

Fellow traveller

At risk of damning him with
feint praise, Chris Green, managing
director of British Rail's Intercity

subsidiary, enjoys a reputation

as one of the railway's brightest

sparks. All the more bizarre, then,

to find him going out an a limb
yesterday by publishing his own
rather eccentric version of

Intercity's annual results.

IBs motives look simple enough.

‘Michael Mates win be able to

Spend longer with Aril Nadir’s

family
1

By defying the new (and entirely

commendable) accounting

standards adopted by the British

Railways Board, he has created

the illusion that his profits have

gone up instead of down. But what

on earth can have been going

through bis mind to make him
think people would fell for such

a ploy?

Unfortunately Observer was

unable to ask him because he had

gone on holiday to Turkey, leaving

Sir Bob Reid, BR’s hapless

chairman, to sort out tile-mess.

Let us hope it is a long and restful

break, and that Green comes back

more like his old self. Heaven

knows, privatisation poses enough
problems for BR without one of
its most respected and influential

managers going off the rails.

Hanson melody
Don't call us, we'll call you.

HanSO&’s latest rnmmimirat-inng
gimmick was the transatlantic

conference call organised yesterday
to broadcast news of its $&2bn
purchase ofQuantum nhemirai-

While waiting for the 15-minute

“informational presentation” to
begin, the 150 listeners in the US
and the 93 in the UK were
entertained with a jazzedrup
rendition of Somewhere over
the rainbow.

Whether the encore will be
Pennies from heaven or pie hi the
sky, must remain to be seen.

Hot tip

However much the sun may
shine on Britain during the rest

of the present summer, certain of
the Church of England’s more
traditionally minded members must
be banking on a for sunnier tme
next year.

The reason lies in their belief

about the Almighty's attitude to

the controversial Bishop of

Durham, David Jenkins, who in
his past days as a professor of
theology has waxed a touch
sceptical about the virgin birth

and the resurrection.

Three days after he was
consecrated as bishop in York

the Bank's reputation is endan-

gered? It has had an unhappy
record with bank supervision over

tiie past decade, for example.

Mr George believes that supervi-

sion “probably can most effectively

and efficiently be done here",

although he is “not dogmatic or

doctrinaire that the consumer pro-

tectum dimension of banking super-

vision must remain with the Bank".

What concerns him more is the

growing perception among the pub-

lic in the wake of the closure of the

Bank of Credit and Commerce inter-

national that bank depositors

should be guaranteed against all

risk.

“If you produce too much protec-

tion to depositors, you can actually

undermine systemic stability

through moral hazard. I would be

extremely worried if people felt that

simply because the name of a Insti-

tution is on the list of authorised

institutions that this was in some
sense a guarantee against risk.

“There is risk in all financial

transactions and I think it’s pretty

dangerous if we lead people to

thinking that that can be elimi-

nated. They need to take responsi-

bility for what they do themselves
with their money.”

B
ut does this approach to

consumers mean that

Mr George sees himself
as a spokesman for the

City? “I don’t think 1

would feel that the governor of the

Bank should be chief spokesman for

the City. I think the governor
should be the chief spokesman for

sound money.”
There are circumstances where

“the governor of the Bank of

England needs to represent the con-

cerns of financial institutions if he
feels they are not being understood

by government," he says. But the

governor is “not a champion for the

financial institutions”. The Bank
has a "catalytic rote”. It tries to
ensure that the conditions are right

for the financial industry to pros-

per. But Mr George wants to “step

back from the idea of being the
spokesman for the City almost in

opposition to other parts of the
economy. 1 just see the City being
part erf my work,” he says.

The clock is ticking. “Books", the
morning meeting of the Bank’s
directors, is less than 10 minutes
away and questions still have to be
put about the European exchange
rate mgrhflwigm and the European
Community’s plans for economic
and monetary union.

Stability first is the watchword
for Europe as well as for the UK.
Tve basically had the view that

you really have to achieve internal

stability first If you do that in con-
vergence with the other major
countries that will actually deliver

de facto as much exchange rate sta-

bility as realistically Is achievable,”

he says. ‘‘The hesitations I've

always had in connection with the

ERM or even more in relation to

Emu is trying to do the thing the
other way round, to fix the

exchange rate in nominal terms and
to hope or expect that that will

deliver internal stability within the

area of the exchange rate arrange-

ment ... I think the tensions we’ve
seen in the past year in the context
of a hardening of the ERM essen-

tially reflect the fact that we got the

cart too far ahead of the horse.”

On the other hand, the Maastricht

convergence criteria “are not a bad
guide to sensible national policy

management". It would be fine if

Britain and the other EC countries

eventually meet the criteria and
want to go ahead with Emu, but Mr
George suggests it will take longer

than the final deadline of 1999 set

out in the treaty.

If the rest of the UK’s EC partners
rush ahead with union and Britain

stands aside “that wouldn't be nec-

essarily the worst thing in the
world".

Looking ahead, Britain, for once,

has a “realistic chance of rather
well sustained expansion”, he says.

Relations between the Bank and the
Treasury are good. Although Mr
George “hesitates to predict” that

such happy circumstances will con-

tinue, be gives the appearance of a
man starting his term of office in a
strong and contented position.

Minister in 1984, the building was
stuck by lightning and badly
damaged by fire. The traditionalists

decided it was a sign of God’s
disapproval of the appointment

If so, with the 68-year-old Jenkins
under notice to retire in 12 months
time, heaven should surely turn
on the heat benignly in celebration.

Out of order
Britain’s coppers might see BAT

chairman Sir Patrick Sheehy as

taking a liberty in proposing an
end to the tradition ofjobs for life

for the men and women in blue.

Although other ranks in BAT tend
to retire at 60, the 62%-year-old

Sheehy has already twice delayed

his departure after 43 years with
the company and means to bang
on for two or three more.

Approach with care
Notice to mariners. If the bank

balance is running low it might
be worth giving Salterns Marina
in Poole a wide berth. It has been

identified as the country's most

expensive yacht marina by the

Royal Yachting Association. It

charges £3389 a year, plus harbour

dues, to moor a 30-foot yacht, which

is nearly per cent more than

it costs to reserve a space in one
ofNCFs city car parks. Salterns’

managing director John Smith is

unrepentant about his charges.

“Everything about this place is

quality” he told Lloyd’s list. “We
have five gold anchors. .

.
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New Bank head sees UK upturn Hanson’s Quantum theory
By Peter Norman in London

BRITAIN HAS the potential for

an economic recovery that could

continue through the rest of this

decade, according to Mr Eddie

George, the new governor of the

Bank of England.

In an interview with the Finan-

cial Times, Mr George said the

UK has a “realistic chance of see-

ing rather well sustained expan-

sion". although he admitted that

the start of the recovery would

be gradual because of the large

overhang of debt in the private

sector.

While making clear his doubts

about the European Communi-
ty's plans for economic and mon-
etary union. Mr George, who
became governor today, said he
believed Britain would be able to

meet the convergence criteria

laid out in the Maastricht treaty

“over the Maastricht time scale".

His remarks suggested that the

UK’s ratio of annual budget defi-

cit to gross domestic product

would fall to 3 per cent of gross

domestic product by the end of

the decade from about 8 per cent

projected by the Treasury for this

financial year, and that Britain

would have an Inflation rate in

line with the best performing EC
member states at the end of the

iggQg.

However, Mr George admitted

that “we could always throw it

away, either through policy

errors or in the economy at large

through bad behaviour”. But he

said he believed that Mr Kenneth
Clarke, in describing himself as a
“political chancellor", would pur-

sue “prudent policies which offer

the best chance of achieving sus-

tainable recovery and sustainable

expansion".
Mr George told the FT that he

was content with the current

level of UK interest rates and
sterling's exchange rate.

.

But yesterday afternoon, when
giving testimony to the House of

Commons Treasury and Civil

Service Committee, he said

“some weight” could be taken off

UK interest rates if the govern-

ment succeeded in cutting its

public sector borrowing require-

ment from the current level of

£50bn a year. He added that

another factor that would --"tend

to ease pressure" on British

interest rates would be a fall in

German rates.

Mr George told the FT and
admitted to MPs that there were

cases in the past when the tactics

surrounding UK interest rate

changes had been determined by

political rather than monetary
policy considerations. -The results

had been damaging for the UK
economy “for a little while”.

He indicated that the differ-

ences had not been so serious as

to cause the Bank to “make a
song and dance” about the mat-

ter.

In bis comments to the Com-
mons committee. Mr George
promised that the Bank would be

more open to outside scrutiny

under his governorship and went

US court blocks Nafta deal

over environmental impact
By Nancy Dunne in Washington

US-MEXICAN relations were
jeopardised yesterday after a US
federal court ruling which effec-

tively blocks approval of the

North American Free Trade
Agreement this year.

Mr Charles Richey, a. US fed-

eral judge, yesterday blocked
congressional passage of the
North American Free Trade
Agreement until the Clinton
administration submits an envi-

ronmental impact statement, a
procedure which can take
months or years.

Although the decision can be
appealed to a higher court that

legal process is also time-consum-
ing, and the US, Canada and
Mexico have little time to spare if

they are to implement Nafta as
scheduled by January 1 1994.

The judge ruled that Nafta vio-

lated the National Environmental
Policy Act. In a 23-page decision,

he said that Mrs Carla Hills, the

-former US trade representative,

and former president George

Bush had violated the Adminis-
trative Procedures Act by negoti-

ating and signing the treaty with-

out first assessing the impact on
the environment
The environmental policy act

requires an impact statement for

“every recommendation or report

on proposals for legislation and
other major federal actions sig-

nificantly affecting the quality of

the human environment”.
The judge said: “Nafta will

have significant environmental
effects and . . . may worsen the
environmental problems already

existing in the United States-

Mexico border area. 'Hie defen-

dant has ignored the clear lan-

guage and the legislative man-
date of the lactr-

The suit was brought by three

environmental groups - Public

Citizen, the Sierra Club and
Friends of the Earth.

Mr Michael McCloskey, chair-

man of the Sierra Club, said:

“This critical decision means
trade agreements can never be
negotiated again without a con-

scious consideration of the envi-

ronment. This is a defining
moment for the future of trade

agreements".

A member of the Sierra Club
estimated that it would take six

months to a year to complete an
environmental impact statement
Another environmentalist said

the ruling would actually help
the Clinton administration, giv-

ing it a rationale to delay Introd-

ucing an unpopular trade agree-

ment
However, the judge let the

administration off lightly noting

that Nafta was negotiated by Mr
Bush and Mrs Hills and thus this

lawsuit “should not be construed

as a failure of the-present admin-
istration”.

The Bush administration and
its successor had argued in court

that the requirements to submit
environmental impact statements
did not apply to free trade agree-

ment
They said it would also inter-

fere with the president's duty to

conduct foreign policy.

Latour Pensions directive scrapped
Continued from Page 1

£l47m (5220m) foreign currency
loss in 1991. The focus switched
to international growth brands
and improving return on assets.

Despite its prestige, Latour
yielded profits of only £5m a
year. The purchase price values
it at little more than half its esti-

mated value two years ago.

Allied, which has been associ-

ated with the vineyard for over

30 years, emerges from the deal

with a small profit It became the

majority shareholder in 1988
when it paid £58m for the 53 per
cent stake held by Pearson,
owner of the Financial Times.

Continued from Page l

diversification rules did not go
far enough. Britain had urged
that the directive contain no
restrictions on currencies at all

but should instead require "pru-

dent" investment
One stumbling block appears

to have come from the Dutch
government which sought to
exclude its ABP dvQ service pen-

sion scheme from the directive.

The fund, by far the Netherlands'
largest is only allowed to invest

up to 5 per cent of its assets
abroad and the Dutch govern-
ment feared the directive could

prompt quick disinvestment in

local markets.

Also, the French government
in particular had objected to
rules allowing fluid managers to

select a custodian for assets out-

side the country.

Arguments put forward by the

French were that pension
schemes needed to reassure
themselves of the safety of their

assets by requiring them to stay

physically near-by.

Mr Humbert Drabbe, head of
the insurance and pension funds
section of the EC’s internal mar-
kets and financial services divi-

sion, said that it was hoped that

some compromise could be I

reached this autumn.

fiirther than to his FT interview

in outlining the greater auton-

omy that he would like for the

Bank of England.

He said he would favour the

Bank being given a “mandate"

from parliament which would set

price stability as its objective su'd

give it the tools to achieve this

through the setting of short-term

interest rates.

But the Bank would have to be

made accountable to parliament

and he was reluctant to define

how this should be done. How-
ever, greater accountability
would -make it easier to identify

those responsible for economic
policy errors in the UK, he said.

The hearing in the Commons
also threw more light on the role

that Mr Rupert Pennant-Rea
would play as deputy governor of

the Bank. He said he regarded Mr
Pennant-Rea. who until recently

was the editor of the Economist
magazine, as “a cogovemor”.

Steady hand at the helm, Page 17

Agnelli

says Fiat

paid bribes
Continued from Page 1

way affect reliability of our finan-

cial statements since the total is

no more than 0.024 per cent of

consolidated stockholders'
equity".

In this respect, Mr Agnelli yes-

terday showed his fun frith in Mr
Francesco Paolo Mattioli, the
Chief flnanriai officer and nrw of
the two most senior executives to

be jailed while being interrogated

on charges of alleged corruption.

Mr Mattioli was paraded to the

press to underline the point that

his prison spell had not affected

his job.

Defending the behaviour of

around 20 executives in six com-
panies which are involved In
inquiries into corruption by mag-
istrates, Mr Agnelli said: "Our
managers claim they were
obliged to make such payments
to prevent their companies from
being forced oat of the market or

to avoid harassment In the
course of the public works or
supply contracts.”

This repeated the defensive
:

line of most industrialists caught

up in the corruption scandal -
,

they were not the corrupters but 1

the corrupted.

Mr Agnelli was vague about
the extent of his suspicions of the
level of corruption practised in

Italy. But be conceded he bad
always had some reservations
about Cogefar-Impresit, the
group’s construction arm.
Mr Cesare Romiti, the group’s

chief executive officer, also gave
a robust defence of his own role

in the corruption affair.

Mr Romiti claimed that when
earlier this year the scale of

Fiat’s involvement became dear,
a meeting of the group's 40-

person coordination committee
was called and a new ethical code
was drawn up.

FT WORLD WEATHER

Europe today
A small area of high pressure over Denmark
wfll cause light winds over the North Sea
countries. There will be abundant sunshine
over the Low Countries, Germany, and the
south of Scandinavia Afternoon temperatures
will climb as high as 23-27C. Norway and
parts of Sweden win free a cloudy day with
local outbreaks of light rain. An active frontal

disturbance approaching the Hebrides brings
in rain over Scotland and Ireland. Over the
northeast of Spain, France, and the north of
Italy, showers win develop, some of them
accompanied by thunder. Sun and tropical

heat still predominate over the Mediterranean
and bordering countries. Showery, conditions
prevail around a depression over west Russia

.

Thundershowers may develop over the
Ukraine and tocaHy over Turkey.

Five-day forecast
From tomorrow, a westerly airflow penetrates
into the North Sea area. As a result, conditions
will become less settled, especially over
northern regions. Increasing high pressure
over France and the Alpine states will

suppress shower activity over central Europe
from Saturday. The heat in Spain and Portugal
wiU become more intense. It will remain
changeable in eastern Europe.
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Forecasts by Mateo Consult of ttn Nattwtands

Maximum Berlin sun
Cetakis Bermuda fair

Abu Dbabt sun 41 flfrmbgham fair
Accra thund 29 Bogota laV
Algiers sun 30 Bombay shower
Amsterdam sun 25 Bordeaux Shower
Athens fair 32 Sruaaeta 9un
Bangkok fair 35 Budapest sun
Barcelona thund 84 Buenos Aim rain
Beflng fair 31 Cairo sin
Bedfast rain 18 Cape Town lair
Belgrade shower 85 Caracas shower

23 Chicago
28 Cologne
23 Gopentage
18 O’ Sateam
31 Dakar
23 Dates
27 Derail

24 DeN
16 Dubai
38 Oubfln
21 Dubrovnik

Lufthansa

thund 29 Faro sun 27 MgorSl fair 29 Rangoon rain

sun 88 Frankfurt sun 28 Malta sun 31 Refcjavflc shower

fair 23 Geneva thund 23 Manchester cloudy 21 Riyadh sun
Mr 87 Glasgow rain 20 Uaila Ur 32 Romo Mr
sun 30 Hamburg sun 24 Melbourne cloudy 16 S’ Francisco sun

fair 35 Helsinki cloudy 19 Mexico City shower 23 Seoul fair

.sun 32 -Hong Kong thund 33 Miami * thund 32 Singapore • shower

Mr 41 Honolulu far 31 Man (htfad 26 Stockholm fair

sun 41 Isle of Man cloudy is Montreal Ur 26 Strasbourg Ur
cloudy 19 Istanbul far 25 Moscow shower ts Sydney Mr

fair 29 Jersey tar 20 Munich fair 24 Td Aviv sun
cloudy 80 Karachi fair 35 Nairobi fair 21 Tokyo fair

Kuwait sin 45 Haynes Ur 28 Toronto fair

La Pa; sun 16 Nassau shower 31 Tunis fair

Lea Palmas fair 25 New York fair 28 Vancouver fab-

Lisbon tar 24 Wee shower 25 Venice shower

>a
London far 24 Moosta sun 34 Vienna sun

Los Angelas sun 28 Oslo cloudy 26 Warsaw fair

Luxembourg fair 26 Ports shower 24 Washington cloudy

Lyon thund 23 Perth shower 17 Woffington far

Medeka •
fair 22 Prague sun 22 Winnipeg rain

Madrid fair 28 IT de Janeiro fair 23 Zurich fair

It Is perhaps an indication of Hanson’s

stolid mass that a $3^bn deal will

have a modest impact on the compa-

ny’s prospects. It is also a mark of the

caution to takeovers that agreed deals

with appropriate due diligence are the

model for the 1990s. Hanson's claim

that Quantum wfll he mildly earnings-

enhancing in 1994 looks reasonable

given reduced interest costs and the

improvement .in operating
.

profits

which was expected prior to the deaL

That said, the petrodiemlcals market

remains fiercely competitive and fur-

ther consolidation is required, as

Quantum’s hard-pressed position

showed all too well Yet even if Quan-
tum’s earnings double in 1995. and
Hanson’s rating remains unchanged,
the acquisition will add less than 10

per cent to the value of the group.

The constraint on Hanson's ability

to complete a very large deal is shown
by the strain on its balance sheet
Gearing was 18 per cent at the last

year end, but if the current transac-

tion is completed in time to be consoli-

dated, gearing will rise to over 80 per

cent this year. In part that reflects the

rise in the dollar, and interest cover is

more than adequate. Nonetheless’, a
deal which would have had a substan-

tial Impact on Hanson's prospects

would in all probability have pushed
gearing to unacceptable levels.

Disposals thus seem likely, and it

may be that smaller businesses in the

I

US or even .Quantum’s propane retail-

tog operation will be put on the block
For the foreseeable future, however,
Hansdn is stuck 'with organic growth

and bolt-on acquisitions. A cyclical

upturn would help, but it is all a for

cry from the gung-ho raiding of the

1980s.

UK gilts

The cover at yesterday’s gilts auc-

tion was the lowest since January
1988, but the market was quick to

overcome initial disappointment For
the time it seems determined to look

on the bright side, including funding

carried over from 1992-93, the authori-

ties have raised over £20bn so for this

financial year, of which nearly £6bn
has come in June. The speed with
which demand revived as the market
fell yesterday suggests an appetite for

more despite the recent fall in yields.

The Rank is so far ahead that it can
afford to slow the pace of its borrow-
ing substantially if it chooses.

With hindsight it could even be
argued that low cover was a sign of

how confident the market actually is.

FT-SE Indexi 2900.0 (+14.0)
]

Share price retatfue to the

FT-AAf-Shae Index
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It may have deterred bargain hunters

from making rogue bids. Such argu-

ments advanced after the event,

though, begin to smack of compla-
cency. With so many gilts to sell, the

authorities need the help of overseas

buyers. They in turn must have some
confidence in sterling’s exchange rate

and a reasonable yield premium over
alternative paper.
The message from yesterday is that

there are still enough international

investors who feel comfortable even
with sterling at a rate around DM2.55.
But the yield differential between gilts

and German bunds has shrunk to lit-

tle more than 100 basis points, which
starts to look tight The markets have
treated Mr Kenneth Clarke kindly so
far. but he does not have much room
for error. Just £350m fewer bids out of

yesterday’s £3.56bn would have left

the auction uncovered. One wonders
how quickly the market would then
have regained its poise.

GEC
The

s
travails of technology compa-

nies around the world from IBM to

Philips and Olivetti go some way to

justifying the caution of Lord Wein-
stock and GEC. Consumer electronics

and basic computing have become
cut-throat commodity businesses.

GEC’s refusal to expand Into such
markets earned it many critics in the

late 1980s; it now looks more sensible.

Meanwhile the traditional focus on
cost reduction has cut working capital

by a further £176m in the year just

ended, albeit helped by advance cus-

tomer payments.
Of the main operations GEC Als-

thom, the power generation and trans-

pprt joint venture has. exploited world-

wide demand for combined cycle gas

equipment. Admittedly it Is low mar-

gin business, but potential for expan-

sion in Asia compensates for that.

Defence has increased its order book

by 9 per cent despite cuts in western

defence budgets. Telecommumcations
has suffered from the reduction in

BTs capital programme, but even this

division will benefit in future from
System X upgrading and more sophis-

ticated software development.
GEC has shifted away from its

dependence on the UK government
and is also moving towards less capi-

tal intensive manufacturing areas. It

stands a better chance of earning good
margins to such businesses as air traf-

fic- control and medical systems. The
market has markedly changed its view

- on the company despite the predict-

able earnings track. Yet GEO'S capac-
ity to capitalise on Us current position

will still depend on its political access

to governments worldwide. That can
never be foUy guaranteed. f

British Rail . .

-

At last, British Rail has chugged
Into the modem world of accounts by
ascribing a balance sheet value to Its

track, and signalling infrastructure

and depreciating it over its economic
life. Intercity grumbles this rather
spoils its figures but the change only
brings BR into line with standard
practice elsewhere. It is necessary to

put a commercial valuation- on BR’s
assets even if the government’s plan is

for piecemeal privatisation. Only then
will would-be buyers be able .to see
what individual parts are really worth.

BR clearly could not become a via-

ble private sector business as It

stands. An operating margin of 0.4 per
cent on a turnover of £3.1bn before

revenue grants is unlikely to attract

any investors. In the government’s
scheme. BR will be fragmented into

some 50 pieces and the best bits

pointed towards the private sector.

Here, crude cash calculations will be

the most critical factor. BR’s. account-
ing changes give the appearance of

fattening up profits. Paradoxically,

though, the less profitable that indi-

vidual operating units are, the greater

their attractions may be. Providing
the government concedes large, con-
tinuing subsidies to such franchises, a
higher level of fixed income would
accrue to their owners. By cutting
costs, private sector operators might
then be able to generate a reasonable
return.
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Without us, American Fords
wouldn’t be so affordable.

Saying $5.5 million per year on car production costs is significant, even if you are the Ford Motor Company.
Bandy, which supplies Ford with fuel and brake line systems, partnered Ford’s Materials Group in a North American

cost efficiency study One result was Bandy’s proposal of a new anti-corrosion coating for its systems which
would be both more effective and less expensive. Tests validated the coating and the Ford Motor Company saved millions of

dollars in the first year Bandy in consequence received a special Ford Award which ranked it third

of Ford’s 2,000 suppliers for accepted cost savings to 1992.

&mdy is one ofTI Group’s three specialised engineering businesses, the others bring Dowty andJohn Crane.

Each one is a cechnolqgical and marker leader to is field, ffigethei; their specialist skfflsenable

Tl Group to get the critical answers right for its customers. Worldwide.

Tl GROUP

»?«

WORLD LEADERSHIP IN SPECIALISED ENGINEERING
For finrriar tafcnnatfnn ibour the IT Group, contact die Department of Pnblft Affairs, 71 Group pk. Lamboora Coart, Abingdon. Oxen 0X14 1UH, England.
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Fiat plans sell-offs to cut debtKSSSCSs
tSiSSSS-IS. »™5* .1983 operating loss dose to LI.BOObn. Page 20

Westinghouse names new head
vyasanghousa Electric, the troubled US conaiomer-

Jordan’ 8
of JntematwnaJ operations at PepsiCo, as its new
chairman and chief executive. Page 22

HK analysts see Murdoch’s return
Mr Rupert Murdoch is unlikely to shelve plans for
»refliance with Hong Kong's Television Broad-
casts (TVB) even though his bid to acquire 22 per
cart of the company has run into regulatory diffi-
culties, according to local media analysts. Page 23

Queueing up for take-off
The 1990s seem an unlikely time to start up an dr-
line business but the US Department of Transpor-
tation calculates that 15 new airlines came on
stream in the US in the year to April and another
20 applications are in the pipeline. Page 23

fCI calls for industry restructuring
O, the chemicals group, is calling for a restructur-
ing of Europe's struggling polyurethanes industry
and says It Is prepared to participate. The market
is struggling from a combination of over-capacity,
falling demand and tumbling prices. Page 28

Hartetone stuns the City
Hartstone. the hosiery and leather goods group
which has issued three profits warnings In recent
months, has stunned the Ctty with £31m ($46.5m)
above the line costs, forcing It into pre-tax losses

of £S.86m for the year. The figures were a sham-
bles,” said one London analyst Page 28

RTZ sells US interests
RTZ Corporation, the world's biggest mining group,
has sold the three gold and diver mines it acquired
in February when it made a $470m move into the
US coal business. Page 31

Soyabeans rally In Chicago
The heaviest US rainfaU hr30 years' is trimming

harvest prospects of maize and soyabeans. At the

Chicago Board of Trade, soyabeans for harvest-

time delivery have rafted 12 per cent since June
15. Page 32
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Ferruzzi plans big rights issue
By Hag Simonian in Ravenna

FERRUZZI Finanziaria, the
Italian holding company
with total borrowings of more
than LSi.OOObn ($2Q.2bn), is
expected to launch a big rights
issue to recapitalise its shaky
finances after a special share-
holders' meeting planned for
August 3L
The assembly, announced at

Ferfin’s annual general meeting
yesterday, will formally write
down the debt-laden group’s capi-

tal alter last year's consolidated
losses of Ll.667biL
Mr Carlo Sama, Ferfin’s outgo-

ing managing director, told
shareholders that Ferfin's high
debts and heavy interest charges
had resulted in a L491,6bn loss

for the parent company in the
first five months of this year.

The news, combined with fears

of an impending rights issue,
triggered a record low in Ferfin's
share price with a 10,3 per cent
fall to L447.1 in Milan.

Italian company law requires a

writedown if a company’s losses

exceed two thirds of its share-
holders' funds. Approval for the
writedown will almost certainly

be followed by a capital increase.

The rights issue Is likely to for-

malise the position of Ferfin's

five mpin creditor banks, which
now effectively run the group.

Earlier this month, Ferfin and
members of the controlling Fer-

ruzzi family called on the five

banks to prepare a rescue pack-

age. which should be ready
shortly before the special share-

holders' meeting.

The banks, which could con-

vert some of their debt into

equity, yesterday began to take a
bigger role at Ferfin with the

confirmation of Mr Guido Rossi

and Mr Enrico Bondi, two bank-
appointed executives, as Ferfin's

chairman and managing director

respectively.

The appointments were accom-
panied by the resignation as
chairman of Mr Arturo Ferruzzi,

son of the group's founder. Mr
Serafino Ferruzzi.

Mr Sama, the husband of one
of the founder's daughters, also

stepped down as deputy chair-

man and managing director,

although he remains on the

board.

Ferfin announced the appoint-

ment of a slimmed-down 15-per-

son board, largely composed of

existing members. The new board
will remain in place until the spe-

cial shareholders’ meeting, after
which it is expected to be
slimmed down further.

Abandoned grandeur, Page 20
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Tony Jackson and Paul Abrahams report on UK conglomerate’s bid for Quantum

A£K?3S Hanson bets Quantum chem,ca'A nyone who thought Han-
son was settling into
sedate old age was

swiftly disabused yesterday.
Lords Hanson and White may be
getting on in years. But as their
$&2bn bid for Quantum Chemical
shows, they are still good for a
gamble.
In bidding for Quantum, one of

America's biggest bulk petro-
chemicals makers, Hanson is tak-

ing on a hugely indebted com-
pany in a wickedly cyclical

industry. Bulk plastics prices
have plunged in the recession. In
the past two years. Quantum has
made net losses totalling $41lm.
Its net worth Is minus $47lm.
Hanson, with no previous experi-

ence of petrochemicals, is betting
the cycle is about to turn up.
If the gamble sounds heroic,

Hanson is shortening the odds in
three respects. First, it is paying
Hanson shares for Quantum’s
equity, valued at $720m. Second,

it will refinance Quantum's
$2.5bn debt mountain at much
lower rates.

Hanson ha$ worked this tactic

before, in taking over the simi-

larly over-borrowed aggregates

md housebuilding company Bea-
zer for £351m ($526£m) two years
ago. Quantum, Tfansnn gain yes-

terday, is paying rates of more
than 10 per cent on its debt “We
currently borrow at less than
half Hi«i ratft,” HanscflB said. Hie
net effect it claims, will be a
saving of $i2Sm In the first year.

Third, Quantum has just
invested Jl.Ebn in new plant.

This gives Hanson crucial breath-

ing space. Highly cajiftai inten-

sive industries such as petro-

chemicals can generate «»«h even
while recording losses. This is

especially true if, as in Quan-
tum’s case, there is the prospect

of an investment holiday foe the

next few years.

But the real prize would come
if the cycle turned up. Last year.

Quantum made operating profits
of just $61m on sales of $L2bn- In
1988, at the peak of the cycle, ft

made operating profits of $760m.
Hanson calculates that every
cent per pound on the price of

polyethylene adds $35nb$40m to

Hanson bets

on rebound in

plastics market
profits. "We know that patience
Is required," Mr David Clarke,
chief executive officer of Hanson
Industries in the US, said yester-

day. “But we would rather get in

while we have a rhatyy> to buy
value."

The taagrft US position

Market shore by sector
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Though Hanson Is new to the
world of petrochemicals, it has
plenty of experience of file bulk
chemicals cycle. In 19S5 Hanson
acquired the US conglomerate
SCM, the world’s third biggest
producer of the chemical pigment
titanium dioxide. Hanson bought
SCM at tiie bottom of the cycle. It

then sold off the rest of the com-
pany, thus getting the titanium
dioxide business almost for noth-

ing. Then the cycle turned up,

and in the late 1980s Hanson prof-

ited hugely.

What are the chances of pull-

ing off the trick again?
Ail plastics are suffering from

over-capacity, poor domestic
demand, rock-bottom prices and
a collapse in export markets, in

particular to Asia.

The low density polyethylene
(LDPE) sector, of which Quan-
tum is the US's largest manufac-
turer, is probably the best placed

of all plastics markets. The com-
pany has an annual capacity of
about 717,000 tonnes and about

20.5 per cent market share.

“LDPE is profitable at the
moment, and there isn't much
aflflitjnna] capacity to crane on
stream,” says Mr Don Bari, a
partner at Chem Systems, the

specialist consultants. Supply
and demand is not too badly out
of shape, he says, with American
LDPE capacity expected to be
3.7m tonnes next year and domes-
tic production requirements at

3.43m tonnes.

However, the outlook for linear

low density polyethylene
(LLDPE) and high density poly-

ethylene (HDPE) is far grimmer.
The two markets are closely

linked because many US plants

are capable of switching produc-

tion from one to the other.

Quantum is the second largest

producer of HDPE, with capacity

of about 776,000 tonnes a year,

and about 14 per cent of the US
market It is also the third largest

US manufacturer of LLDPE with
capacity of about 300,000 tonnes a
year and about 16.5 per cent of
the US market

Analysts believe there is not a
single manufacturer of HDPE in

the US making money at the
moment From a peak of about 45

Order growth and cost cuts

help GEC advance 4.1%
By Alan Cane in London

STRONG growth in orders for

turbines and trains coupled with
careful cost control helped GEC,
the UK industrial group, push
pre-tax profits to £863m (fl2hn)

last year, 4.1 per cent up on 1992.

Lord Weinstock, GEC manag-
ing director, expressed pessimism

about the immediate and medi-

um-term prospects for the UK
economy. “Nothing much is

going to happen. Even when the

recession ends, it will never get

back to where it was. Politicians,

are doing their best to damage
confidence in investment"
Trading ^nditiong both in the

UK and overseas, where the com-

pany had 67 per cent of sales,

were poor. Turnover fell to

£9.41bn from £9.43bn, while oper-

ating profits slipped to £702m,

against £695m, In the year to

March. Earnings per share rose
nearly 6 per cent to 19.7p.

An increased final dividend of

7.62p makes a total dividend of

10.3p, up 7.3 per cent
The figures were broadly in

line with analysts’ expectations.

The market judged the results to

be sound but unexciting and the
stock gained lp to close at 339p.

Lord Prior, GEC chairman, said

the company was investing

heavily in the Far East and south

east Asia and had won big con-

tracts for power generation plant

and other equipment in China,

Malaysia, Hong Kong and Indon-

esia.

The UK government was show-
ing more willingness to back its

exporters through export credits

in the style to which the UK’s
principal competitors were accus-

tomed. “This change is to be wel-

comed, although Britain's manu-

facturing base is now unfortu-
nately too small to bring about a
rapid reversal of our large

adverse balance of payments. To
do this, consistent and supportive

policies are required over a
period of years."

The company closed the year
with net cash of £12bn, a £415m
increaseIn addition, the group's

share of net cash in joint ven-
tures and main associated compa-
nies was £98Sm, giving total cash
of £2.18bn. Interest income was
£i49m. 42 per cent up despite
lower rates. The year-end order

book stood at £lZ3bn, 16 per cent

higher than 1992.

About 9,600 jobs were shed dur-

ing the year, reducing staff costs

7 per cent. Redundancy and
restructuring amounted to £90m,
£25m more than before.

Lex, Page 18;

Background, Page 31

Demand shaky at gilt auction

By Peter John hr London

THE UK government yesterday

carried out its biggest ever bor-

rowing exercise, but the auction

of £3.25bn ($7-5bn) of gilts was

also one of its most disappoint-

ing.

The cover - the ratio of offers

to accepted bids - at the Bank of

England’s auction was only 1-L

the worst level for five years and

well down on the markers fore-

cast of at least 13.

Long gilt futures at first tefi

sharply. However, the market's

faith m UK economic trends, in

particular low inflation, helped

prices to more than rerover foe

lost ground. This enabled the

Hank of England to announce

another S800mof9per cent gflts

due 2008 in the late afternoon.

The low level of bidding ini-

tially raised concern that gilt

yields might have to rise to

enable foe government to meet

Its £50bn borrowing requirement

for 1993-94, pushing up costs.

The government is, however,

well advanced with its fund rais-

ing. In foe first three months of

the year it has borrowed £195bn.

Yesterday's auction of 8 per

cent alts due 2003 was targeted

at overseas investors who prefer

10-year bonds. Overseas buyers,

particularly from Japan, have

been piling into UK gilts

recently, attracted by low infla-

tion, slow recovery and a

strengthening pound. But ster-

ling's recent rally against a num-

ber of European currencies has

diminished the opportunity for

currency gains.

Demand has also been checked

by a rise in gilt prices, with

remaining appetite to some
extent sated by three small taps

last week, totalling £850m, and
some unofficial pit selling.

Mr Andy Tweed, a gilts special-

ist with BZW, said: “The market

has been pigging itself with
sweets before the main meal"
Most economists were sur-

prised by foe low cover and foe

unusually large “tall” - the gap

between foe lowest accepted bid

price and the average bid price.

Mr George Magnus, economist

with SG Warburg, said: “It was
very disappointing, especially

after foe flurry of overseas buy-

ing that the market has seen for

foe past couple of weeks. But foe

fundamental economic reasons

why people have wanted to buy
gilts over the past two weeks
have not changed."

Bonds, Page 24; Lex, Page 18
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cents per lb in 1990. prices have
plummeted to 28 cents. Recent
attempts to raise them have been
unsuccessful.

The market is unlikely to

recover until 1996 at the earliest.

But it could be further under-

mined by two new plants due to

come on stream in foe next 12

months, a 250,000 tonnes a year
plant owned by Formosa, and a
225,000 tonnes complex built by
HimonL A further 650,000 tonnes
of LLDPE is due to come on
stream when a Unipol plant is

completed in about 1995.

New York analysts gave the
deal their cautious approval yes-

terday. Mr Paul Raman, of SG
Warburg, said: “Fundamentally,
this appears to be a good deal for

ran a to si . to

both companies.'1 Hanson, he
suggested, might float off the

Suburban Propane business for

$400m. seU the Texas ethylene
plant for $700m and shed foe rest

of the non-polyethylene business

for $625el

It would be surprising if Han-
son has not done sums along
these lines. But the key point
remains the tuning of foe chemi-
cals cycle. In buying Beazer, Han-
son was taking a similar punt on
the aggregates cycle in the US.
So far, the results have been mea-
gre. Given the higher stakes in

the Quantum deal, there is less

margin for error this time.

Additional reporting by Karen
Zagor in New York.

Lex, Page 16

By Kenneth Gooding,
Mining Correspondent

SIR JAMES Goldsmith, the

semi-retired international finan-

cier, is for the second time tak-

ing advantage of the recovery in

the gold price he helped to stim-

ulate, by selling another sub-

stantial part of his shareholding
in Newmont Mining, North
America’s biggest gold producer.

At yesterday's price, the public

offering of a 12.5 per cent stake

Newmont would bring in S440m.
This follows his sale of 9.5 per

cent of Newmont to a banking
consortium for about 9290m on
May 11 and foe deal on April 23
which sparked off the present
gold price surge. On that occa-
sion sold a 10 per cent Newmont
stake to Mr George Soros,
another high-profile financier.

Sir James used some of the
proceeds from that deal to boy
call options in foe gold market
This helped push the gold price

to close at $378.25 in London yes-

terday, a rise of 16 per cent since
January.
Mr Soros paid $39.50 for each

Newmont share; the banking
consortium resold its stake at

$45^0 and yesterday the price
was above 552.

Sir James paid Sl.lbn cash or
$39 a share when he and his

friend Lord (Jacob) Rothschild
swapped timber assets for the
Hanson conglomerate’s 49 per
cent shareholding in Newmont
in October 1990. When the public

offering is completed. Sir
James's investment vehicle Gen-
eral Oriental will retain 5 per
cent of Newmont and Lord
Rothschild’s RIT Capital Part-

ners, which is to contribute
1.16m Newmont shares to the
offering, will have 1.5 per cent
Analysts suggest the Newmont

purchase has returned about
$50m in dividends in the 2%
years, an annual yield of 1.5 per
cent. It is unlikely the financiers

will net more than $i„2bn from
share sales so far.

Sir James, wbo says gold will

have its day again because the

world's banking system ts in a
mess, said GO would invest most
of the proceeds of the offering in

physical gold and hold more gold

than cash. Analysts suggested if

Sir James used half foe proceeds

to buy call options this could
drive gold above $400 an ounce.
Salomon Brothers, Lazard

Frdres and Smith Barney Harris

ffpham are managing the under-

writing of the public offering.

Some 7.65m Newmont shares
will be sold in foe US and 2m
offered internationally.

THIS NOTICE DOES NOT CONSTITUTE AN OFFER FOR SALE AND THE LOAN
DESCRIBED BELOW IS NOT AVAILABLE FOR PURCHASE DIRECT FROM THE
BANK OF ENGLAND.

ISSUE OF £1,000,000,000

9% TREASURY LOAN 2008
SCHEDULE OF PAYMENTS:

On issue

On 9 August 1993

On 2 September1993

£30.00 per £100 nominal of the Loan
£35.00 per £100 nominal of foe Loan
£43.75 per £100 nominal of foe Loan

£800,000,000 of foe above Loan has been issued to foe Bank of England on 30 June
1993 at a price of £108.75 per £100 nominal of the Loan; a further sum of
£200,000,000 of the Loan has been reserved for foe National Debt Commissioners.

The Loan will be repaid at par on 13 October 2008.

Interest will be payable half-yearly on 13 April and 13 October. The first interest

payment will be made on 13 October 1993 at the rare of £1.6368 per £100 of the
Loan.

Application has been made to the London Stock Exchange for the Loan to be admitted

to the Official List; dealings in the Loan arc expected to commence on Thursday,
1 July 1993.

Copies of the notice in lieu of prospectus may be obtained by post from the Bank of

England, New Issues, Southgate House, Southgate Street; Gloucester, GL1 1UW; at

foe Central Gflts Office, Bank of England, 1 Bank Buildings, Princes Street, London,
EC2R 8EU or at any ofthe Branches or Agencies ofthe Bank of England; at foe Bank
of Ireland, Moyne Buildings, 1st Floor, 20 Callender Street, Belfast, BT1 5BN; or at

any office of foe London Stock Exchange in the United Kingdom.

BANK OF ENGLAND
LONDON

30 June 1993
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Audi prepares for ‘hard

work’ after DM198m loss
By Christopher Parkes

in Frankfurt

AUDI, the Volkswagen group's

luxury car division, slumped

into a DMl98m (*117.Un) pre-

tax loss in the first six months

of this year as turnover tum-

bled almost 30 per cent to

DM6bn
"With a tot of hard work”

the company hoped to return

to the black by the end of the

year, but this would depend on
the state of the market, Mr
Franz-Josef Kortttm, chairman,

told the annual meeting.

German sales are already

dowD 20 per cent, and the

motor traders' association said

earlier this week that it expec-

ted new domestic registrations

to fall 23 per cent for the full 12

months.
Mr Giovanni Agnelli, presi-

dent of Siat, warned yesterday

that total industry car deliv-

eries in Europe would fall 16

per cent.

Meanwhile, Audi's share of

the home market has shrunk
Hum 6 per cept a year ago to

5.6 per cent
Employing 3.000 fewer work-

ers than in the first half of

1992, and after 32 days when
production was stopped in its

two main factories, the com-

pany reduced output in the

period under review by almost

32 per cent to 174,000 vehicles.

Global sales in the meantime
fell 23 per cent to 198.000 cars.

The difference between output

and deliveries was due to

heavy inventory reductions,

Mr Kortflm explained.

Commenting on the deficit

after a DM3i6m profit in the

comparable part of 1992, Mr
KortOm said demand was espe-

cially strong a year earlier

because of the brand's new
models.
The market was also still

being driven by the post-uni-

fication boom which stopped
abruptly last summer to be fol-

lowed by a sharp dive into
recession.

The VW group earlier this

year reported a first-quarter

loss of DMl.25bn following Ger-

many's plunge into recession

in the second half of last year.

Before the summer break, the

German car market was still

being strongly driven by the

effects of unification.

• The fruits of a joint produc-

tion venture between Audi and

Porsche, the sports car maker,

will be shown at the interna-

tional motor show in Frankfurt

in September, the two compa-
nies have announced.

Production of the new
vehicle, based on the Audi
Avant S2, will start early next

year in Porsche's Zuffienhausen

factory and profits will be
shared equally between the

partners.

The project demonstrated a
new form of co-operation
between two independent
vehicle makers, the companies
said. Porsche is controlled by
the family of Mr Ferdinand
PiSch, the VW chairman.

Ratners cuts

losses, chooses

new name
By Maggie Utry In London

RATNERS, the jewellery
retailer, which last November
lost Mr Gerald Ratner, its one-

time chairman and chief exec-

utive, yesterday reported
reduced losses and a two-year
refinancing agreement with its

banks.
Pre-tax losses were £40.lm

($60. 15m) down from £122^nu
Ratners also announced it

was changing the company
name - bat not the shops - to

Signet Group. However, Mr
James MeAdam, chairman,
said that trials of new formats
would include experiments
with different names.
The group Mamed the weak

economic environment for its

failure to meet sales and profit

targets in the year to January.
In the US, better second-half

trading had caught Ratners
short of stock.

Ratners shares rose 3p to
35‘Ap and are up from a low of
lip this year.

Observer, Page 17

Ex-head of Skanska
finance unit jailed
By Hugh Carnegy
in Stockholm

MR LEIF Ottosson, former
head of the financial subsid-

iary of Skanska. Scandinavia's

biggest construction and prop-

erty company, was jailed yes-

terday for one year by a Stock-

holm court on charges arising

from a SKr51S (566.4m) loss

incurred by Skanska last year
on foreign currency dealing.

Mr Ottosson. 37. was
suspended as president of

Skanska Kapitalforvaltning
last August when the loss

came to light His speculative
spree helped precipitate the

resignation of Mr Lars-Ove
Hakanssou as chairman and
chief executive of Skanska.
Skanska accused Mr Ottos-

son of Illegal currency specula-

tion during the summer when
internal security measures
were not fully enforced due to
the absence of other senior
executives on holiday. It said

he admitted distorting reports

to the board and changing fig,

urea in Skanaka's computer.
The police were called in and

Mr Ottosson was eventually
convicted on charges of breach
of trust The currency loss con-

tributed to Skanska’s
SKr3.53bn loss last year.

AGF resumes talks on Banesto unit

ASSURANCES GCnSrales de
France (AGF), the French
insurer, has resumed negotia-

tions with Banesto, the Span-
ish bank, over the proposed
merger of Union y El Fezux
(UFE), a subsidiary of Banesto.
with AGF Seguros, a Spanish

arm of the French group,
writes Alice Rawsthora.
The two sides broke off

negotiations in late April,
reportedly after AGF objected

to UFE’s accounting treatment
of its motor insurance subsid-

iary.

France
Telecom
bucks trend

with surge

to FFr3.3bn
By Alice Rawsthom
In Paris

FSANCE-TELECOM, the

state-controlled telecommuni-

cations group, bucked
the gloomy trend fii French
industry by reporting
a healthy increase in net
profits, from FFrtbn in 1991

to FFrS.31m (5570m) last

year.

The group- which claims to

be the world’s fourth largest

telecommunications concern,

ahead of the US’s British Tele-

com, saw consolidated sales

rise 5.9 per cent from
FFrll5.Sbn in 1991 to
FFr122.6bn in 1992.

Operating profits increased

by 5.6 per cent over the same
period, to FFr30J2bn last

year.

One of the main reasons for

the improvement In France-
TMdcom's performance was
the progress of its debt reduc-

tion programme.
The group managed to

reduce its net debt from
FFtl2RBbn at the end of 1991
to FFrlll.6bn by the same
stage in 1992. This reduction
cut its financial costs from 9.7

per cent of turnover to 8.4 per
cent
France-T61£com said it

planned to reduce its debt fur-

ther in 1998. Its hopes to meet
its target of trimming finan-

cial costs to 7 per cent of turn-

over next year.
The increase in net profits

also reflects France-TOlOcom’s
productivity strategy.

The group reduced Its work-
force from 156,100 to 155,800
last year. It also continued its

poHcy of investing 4 per cent
of turnover in research and
development

Credit National, the French
corporate banking group, is

considering taking minority
stakes In some of the state-

controlled companies due to be
sold in the government’s pri-

vatisation drive.

Mr Yves Lyon-Caen, chair-
man, yesterday said Ids group
would be particularly inter-

ested in striking cross-share-

holding agreements with suit-

able partners.

Shareholder interest was high at two Italian meetings yesterday
’ m . m

Ferfin insists on

i

I
N LESS than a month, the

Femizzis, Ravenna’s most

famous family since the

Emperor Theodorip, have hit

the headlines in a dynastic

decline almost as dramatic as

that of their Roman predeces-

sors.

“There isn't a family in the

world which is rich enough to

feed the needs of such

an industrial heritage," said

Mr Carlo Sama, the outgoing

managing director of Ferruzzi

Finanaiaria (Ferfin), Italy's

second-biggest private com-
pany.

Speaking at the sharehold-

ers' meeting in Ravenna, the

rich and staid former capital of

the western Roman, empire, Mr
Rain

l̂ i
husband of one of the

three daughters of Mr Serafino

Ferruzzi, the group’s founder,

admitted mistakes had been

made in managing the group,

which lost Ll,667bn ($1.08bn)

last year.

However, indirectly shifting

the blame for the troubles to

his predecessor, Mr Rani Gar
dial, be insisted Ferfin’s spend-
ing in the past two yeqrs since

he took control had been "not

for grandeur, but to remain
competitive on the world
scale".

Rani Gardini: Indirectly

blamed for Ferfin’s troubles

The Ferruzzi family, winch
has been virtually excluded
from the group's management,
“wffl continue to give its sup-

port In a different way,” he
said..

However, in spite of the
pomp and glitter associated
with the Ferruzzis in their

home town, yesterday's meet-
ing was overshadowed by
reports that Milan magistrates,

who are monitoring the Ferfin

rescue on behalf of minority
shareholders, had discovered

new irregularities in the

group's accounts.

The magistrates' latest move

follows Monday’s surprise

announcement by Montedison,

Ferfin's industrial subsid-

iary, of additional losses of

L435bn following a write-down

at a little-known CUrapao sub-

-

sidiary.

Mr Sama refused to comment
on the reports of additional

losses. “On this subject I cant

help you," he told reporters.

angrily. Perhaps showing a
deree of respect for the Ferruz-

zis at what will probably be tile

last AGM in which they retain

control of Ferfin, fellow share-

holders surprisingly refrained

from seeking additional infor-

mation from the board.

Ferruzzi maintained that its

officially-declared loss,

adjusted in the light of the
revised Montedison figure,

remained accurate.

Observers suggested the divi-

sion between the company and
the magistrates stemmed
partly from differences over
LI88bn of debts attributed to

an obscure Luxembourg-based
Ferfin subsidiary.

A company official said the

figure had been included in

Ferfin's consolidated balance

sheet, which showed .borrow-

ings of L3l^32bn, as a credit

now deemed to be irrecover-

able.

He said-the magistrates were
possibly investigating-whether

the money, -which. Ferfin

claims represents a credit to a

foreign trading _
company,

might have-been used for other

purposes, such as payments to

Italian politicians.

Mr Sauna revealed flat Per-

.fin's sales had risen by 29 per
cent to L5,689bn in the first

quarter of 1993, while
, gross

operating profits jumped 48 per
cent to L718fon.

The sale earlier this year of
the Erbamont pharmaceuticals
subsidiary would produce an
extraordinary gain of about
ZAObjL Erbamont would also
contribute L43bn to group prof-

its for the first months of this
year before.the sale.

. The disposal had helped to

reduce Ferfin's net indebted-
ness by Ll,008bn to Id4,U5bn
on March SI. The total effect

on Ferfin's finances of the two-
stage disposal would be a
LUSObn boost througb.a mix-
ture of additional cash and
reduced debts.

Haig Simonian

Agnelli maps out route for disposals

F IAT, Italy’s largest pri-

vate group, plans to
raise up to L3,000bn

($l3bn) this year in asset sales

to offset the cost of rising debt

and the prospect of a 1993 oper-

ating loss close to LLOOObn.
The Turin-based automotive

group has used asset sales to

shore up profits over the past

two years. The sale of Fiat's 25

per cent stake in Alcatel Italia,

the telecoms group formed
largely from its Telettra sub-

sidiary, raised L700bn and
helped keep 1992 profits at
L507bn despite losses in calm-
ing the operations.

But the divestiture target
revealed yesterday by Mr Gio-

vanni Agnelli, Fiat chairman
,

after the company's annual
meeting, represents a far more
significant disposal of non-stra-

tegic assets.

Mr Agnelli declined to say
whether discussions were
under way for specific dispos-

als. But he implied Toro, Fiat’s

insurance arm, was first in

line, and said the Rinascente
stores group was being
courted. He also indicated that
Fiat’s indirect ownership of
Coniere Della Sera, the Milan
newspaper held through
Gemina, was not a core invest-

ment.
Mr Agnelli is due to step

down at the next annual meet-

ing after 28 years as chairman

He offered shareholders a
bleak view of 2993 results
against the backdrop of declin-

ing demand in the core vehicle

business. In 1992, the automo-
tive sector, accounted for
almost 80 per cent of the
group’s L59,100bn turnover.

"The figures we have for
April-May not only confirm the
recessionary trend but show it

worsening, at least in Italy,”

Mr Agnelli said. In Europe he
forecast a drop of 16 per cent in
car sales, 17 per cent in trucks
and 12 per cent in tractors.

He confirmed analysts’ esti-

Giovanni Agnelli: due to step

down at next year’s meeting

mates of a 1993 opmating loss

of Ll.OOObn with revenues
"roughly the same as 1992".

Mr Agnelli said the group
would invest L8,000bn this

year which could not all be
met from the group’s

resources. Already this year
Fiat's net financial position
had reached a deficit of nearly
L?,OQQbn and ..could, reach
L10,000bnby the year end. This
compares with li#X)bn at the
end of 1992 but he insisted the
higher borrowing would still

be within sound debt-equity
ratio limits. -His comments
were seen as an attempt to

allay fears that the company
was sitting in a pile of undis-
closed debt
Mr Agnelli "hinted that with

the coming on stream" later

this year of the new Melfl plant

in southern Italy the recession

might force Rat to reassess the

life of older plants in the north.

The group agreed to set aside

L244bn to cover a reduced divi-

dend - L100 on each ordinary
and preference share and Liao

on each savings share against

L230 and L260 last year. It

assigned L176bn to reserves.

Robert Graham

I.h'iJ&I

INCREASE IN CAPITAL
TYT Bank's Extraordinary General Assembly
was held at TYT Finance Centre on June 17,

1993 and it was unanimously decided to
increase the nominal capital to 500 billion TL.

Moreover, the first tranch, 87.5 Billion TL has
been paid by the Shareholders on June 30,
1993 and accordingly the paid-up capital has

been increased from 150 billion TL to

237.5 billion TL.

We would like to take this opportunity to
thank all our shareholders for their

contributions to this increase.
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For information only
(translation)

SGS Societe Generate de Surveillance Holding S.A.

Put Option Issue 1993
Pursuant to a resolution of 9th June 1993, the Board of Directors of SGS Socidte G£n£raJe de Surveillance Hoi-

1

y
1

.

tev'to* to propose to an Extraordinary General Meeting, to be convened for 10th November 1993.
a reduction in the share capital of the Company by up to 5%, from CHF 187,441,000 to CHF 178,068,950 (assu-mg tne exercise of all the options). The transaction will be effected by the purchase by the Company, and sub-
sequent cancellation, of a maximum of468,602 registered shares or 93,720 bearer shares.

To this end, the Board of Directors has decided to grant, to the holders of registered shares and bearer shares, put
options giving the right to sell registered and bearer shares to the Company.
In accordance with the above-mentioned decision

9,372,050 put options

will be granted to shareholders.

Allocation of Options

The options are all to bearer and are allocated, free of charge, on the 1st July 1993, in the following manner
1 option per SGS registered share ofCHF 20 nominal value;
5 options per SGS bearer share ofCHF 100 nominal value.

For holders of registered shares, option certificates will be sent by the Company for allocation, without cost, to
the bank in Switzerland nominated by the registered shareholder as address for the payment ofdividend or, ifnot
available, to the address of the shareholder shown in the register of shares. For holders of bearer shares, the
options will be represented by coupon No. 28 (each coupon No. 28 representing 5 options) detached from the
share certificate. Shareholders who have deposited their shares with a bank will have their put options automati-
cally allocated in their deposit.

Option Ratios

a) 20 options give the right, during the period 1st July to 1st October 1 993 inclusive, to sell to the Company one
registered share ofCHF 20 nominal value at a gross price ofCHF 460.-, being a net amount ofCHF 306.-

after deduction of withholding tax calculated in die manner shown below;

b) 100 options give the right, during the period 1st July to 1st October 1993 inclusive, to sell to the Company one

bearer share ofCHF 100 nominal value at a gross price ofCHF 2,300.-, being a net amount ofCHF 1 ,530.-

after deduction of withholding tax calculated in the manner shown below.

The option rights may be exercised in respect of the sale ofeither registered shares or bearer shares.

Taxation

A shareholder who sells his/her shares to the Company is subject to tax and is responsible for ensuring that he/she

is appropriately advised in respect of his/her taxation position.

Swiss Withholding fax: tax at the rate of 35% of the sale price less the nominal value of the shares, is charged,

giving 35% ofCHF 440.-(CHF 154.-) per registered share purchased and 35% ofCHF 2.200.- (CHF 770.-) per

bearer share purchased. The company will deduct an amount, equal to the withholding tax arising on the sale

"price, for the account of the Swiss Federal Tax Authorities. The amount charged by die Company on account of

withholding tax is recoverable in accordance with the appropriate legal requirements (including existing double

tax treaties with Switzerland) by the shareholder exercising the option.

Swiss Federal Stamp Duty: the purchase ofown shares by the Company in connection with a reduction in capi-

tal is not subject to stamp duty arising on negotiation of securities.

Swiss. Direct Federal Tax: if the shares form part of the personal assets of the shareholder exercising the

option, the sale of such shares to the Company constitutes, pursuant to the principle of direct partial liquidation,

a taxable income equal to the difference between the nominal value of the shares and their purchase price.

-ff the shares form part of die commercial assets of the shareholder a taxable gain will arise equal to the diffe-

rence between die book value and the purchase price of the shares. The principle of direct partial liquidation does

not apply in diis case.

Exercise ofOption

To exercise the options, they must be returned, together with the corresponding registered shares and/or bearer

.shares (the latter with coupon Nos. 29 and above attached), to an office in Switzerland of Union Bank of

Switzerland. The amount of the sale price, after deduction of withholding tax, will be paid, without charge, to the

vendors in accordance with normal practices of the Swiss Stock Exchanges, value three days after the exercise of

the option and delivery of the shares sold.

Listing-

A listing of the options has been applied for and obtained on the Geneva and Zurich Stock Exchanges which will

take effect from l st July 1993 and will be maintained during the period of the options.

Prospectus

A prospectus in respect of the listing, setting out, in French, the full terms of the options, may be obtained from

Union Bank of Switzerland.

Quoted prices ofSGS registered and bearer shares (adjusted prices)

1989 1990 1991 1992 1993

registered share CHF 294/232 353/ 198 360/ 240

bearer share CHF - 1718/1036 1656/1100

prices as quoted in Zurich on 8th June 1 993 registered share: CHF 3 14

prices as quoted in Zurich on 24th June 1993 registered share: CHF 321

226/ 245 271/335

1650/1190 1810/1410

bearer share: CHF 1 540

bearer share: CHF 1723

This offer is not being made in the United States of America and offer material with respect to the

offer may not be distributed in or sent into the United States of America. The rights described herein

may be exercised only outside the United States of America.

Renewal of the offer of exchange of bons de

jouissance category A
Purchase offer of Bons de Jouissance category A
Following the exchange offer made on the 14tb May 1992 to the holders of bons de jouissance category A,

131,448 bons de jouissance category A have been exchanged for bearer shares in the period to 28 May 1993,

being 89.08% of the 147.560 bons de jouissance category A then in circulation.

In order to offer to the holders of the remaining 16,1 1 2 bons de jouissance catgeoiy A the possibility of exchan-

ging their securities for bearer shares carrying the put options, the exchange offer has been renewed. Further-

more, the Company is offering to purchase the outstanding bons de jouissance category A.

Exchange Offer

Offer period: 1st July to 10th August 1 993 inclusive.

Exchange ratio:

6 bons de jouissance catgeory A, without nominal value, with coupon Nos. 15 and above attached, for:

5 bearer shares of CHF LOO nominal value, with coupon Nos. 28 and above attached (including the 1993 put

options)

In order to form an integral multiple ofthe above exchange numbers, the purchase or sale ofup to 5 bons de jou-

issance category A must be effected on the Swiss Stock Exchanges.

Swiss Federal stamp duty of 3% on the bearer shares issued and reserved for the exchange, together with the

withholding tax of 35%. is paid by the Company.

Bearer shares, freely exchanged against bons de jouissance category A. must be declared as revenue for direct

federal taxation purposes.

Given that the Company accounts for the full amount of withholding tax, the amount taken in account as revenue

for direct federal taxation, in respect ofeach bearer share exchanged, is calculated in the following manner:

CHF 100 x 100

65
= 153.85

orCHF 128.20 per bon de jouissance category A given in exchange

The withholding tax recoverable per bearer share exchanged is as follows:

35% ofCHF 153.85 = CHF 53.85

or CHF 44.85 per bon de jouissance category A given in exchange

With regard to Swiss cantonal tax, the various cantonal requirements in relation to the taxation of free shares

apply. For the cantons of B&le-Campagoe, BSle-Ville, Geneva, Lucerne, Qbwald. St-Gall, Thurgovie, Uri and

Zurich, the nominal value of free shares is not taxable; the only taxable amount corresponds to the withholding

tax, ofCHF 53.85 per bearer share ofCHF 100 nominal value, paid by the Company.

The remaining cantons follow those principles which apply in respect of direct federal taxation.

Shareholders and holders of bons dejouissance category A, resident overseas, are subject to the tax legislation of

their country of residence; any recorvery of withholding tax is regulated by existing double tax treaties with

Switzerland.

The above is given for information purposes only and, in the case of any doubt, professional tax advice should be

sought.

Dividend Right:

The bearer shares exchanged against bons de jouissance carry the right to dividend in respect of the 1993

accounting period.

The bearer shares have not been registered under the United States Securities Act of 1933. Therefore, they

may not be offered or sold, either directly or indirectly, in the United States ofAmerica, its territories or pos-

sessions. Furthermore, they may not be offered or sold to any person (including companies) who is a citizen

of or is resident in the United States of America, its territories or posessions.

Holders of Bons de Jouissance category A resident in other overseas territories should consult their profes-

sional advisers to determine any formality or restriction relating to the acceptance of this exchange offer.

Purchase Offer

Offer Period: 1st July to 1 0th August 1993 inclusive.

Purchase Price:

CHF S64-50 (net) per bon de jouissance category A, without nominal value, with coupon Nos. 15 and above

(being CHF 1,330 less 35% withholding tax ofCHF 465.50)

Payment: 13th August 1993

Taxation:

The principles described above in respect of the issue of the 1993 put options apply, mutatis mutandis, to the

purchase of bons de jouissance.

General Information

Listing:

The withdrawal of the listing of bons de jouissance category A on the Geneva and Zurich Stock Exchanges will

be requested following the expiry of the exchange offer. The bearer shares are listed on the Geneva and Zurich

Stock Exchanges.

Notice:

In order to give notice of the exchange or sale of bons de jouissance category A, the securities, together with cou-

pon Nos. 15 and above attached, should be placed with an office in Switzerland of

Union Beak ofSwitzerland

Costs:

The exchange and/or purchase of bons de jouissance category A and the delivery of bearer shares will be carried

out without cost to the holders of bons de jouissance.

Geneva, 30th June 1993
SGS Soci£t£ G6ninle de Surveillance Holding S.A.

For the Board of Directors

Chairman: Elisabeth Salina Amorim

The listing Drospectus published in the French language is the only authentic text for Stock Exchange listing purposes. A copy may be obtained from the below mentioned bank.

TOs announcement does not purport to be a prospectus within the meaning of Aniclc 662a and/or 1 156 of the Swiss Code of Obligation.

The exchange or purchase of bons dejouissance or the exercise of

the options may be carried out through an office in Switzerland of

Union Bank of Switzerland

Value No. 1SIN

Registered Share 249.745 CH0002497458

Bearer Share 249.746 CH0002497468
.

1993 Put Option 089.678 CH0000896784

Bon de jouissance 249.733 CH0002497334
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Westinghouse elects Jordan chief
By Martin Dickson

in New York

WESTINGHOUSE Electric, the

troubled US conglomerate, yes-

terday named Mr Michael Jor-

dan, a former bead of interna-

tional operations at drink and

foods group PepsiCo, as its new
chairman and chief executive.

Westinghouse has been

searching for a chief executive

since January when Mr Paul

Lego stepped down under pres-

sure from the board and share-

holders. dissatisfied at his

progress in turning the com*

pany around.

Yesterday’s announcement

followed boardroom divisions

as to whether in bred Westing-

house should appoint to the

post Mr Howard Clark, a 36-

year company veteran and act-

ing chief executive, or seek a

leader from outside.

Mr Jordan indicated yester-

day that he planned substan-

tial changes, saying he saw
"the new Westinghouse as

smaller, but strategically >

sound, less affected by busi-

ness cycles and more competi-

tive”.

Westinghouse, with interests

ranging from nuclear power
plant to radio stations, has suf-

fered particularly from severe

losses on poor property invest-

ment by its financial services

unit in the 1980s.

He said it had made signifi-

cant progress this
,
year to

resolve the financial services

problems and added that he

would be examining all the

group's core businesses.

Mr Jordan is joining

Westinghouse from the New
York private investment firm

of Clayton, Dubiiier & Rice,

where he has been a partner

since last year.

Before that, he had worked

since 1974 for PepsiCo, rising to

be head of its international

foods and beverages division.

Between 1964 and 1974 he
worked for McKinsey & Co, the

management consultants.

His background in finance

and consumer products con-

trasts with that of most
Westinghouse chairmen, who
have been closely involved in

engineering, but Mr Jordan
holds degrees in chemical engi-

neering from Yale and Prince-

ton universities and was certi-

fied as a nuclear engineer early

in his career.

Mr Clark will remain presi-

dent of Westinghouse while the

company’s interim chairman,

Mr Richard Morrow, will stay

on the board.

Heinz to buy Clorox unit

By Nikki Tait in New York

CLOROX, the California-based

company best known as the
largest bleach producer in the

US, is selling its frozen foods

business to H. J. Heinz, the US
food company.
No price was disclosed, but

the Clorox operations, which
mainly supply the food service

industry, will be incorporated
into Heinz's Ore-lda division.

Clorox, which announced
last April it was negotiating

over the sale of the food inter-

ests, added that it expected to

show a net gain on the sale.

Clorox predicted that fourth-

quarter earnings would be
slightly ahead of analysts' fore-

casts. It told analysts that

fourth-quarter and full-year

earnings per share should be
ahead of last year's flgures by
25 per cent and 15 per cent

respectively.

In the fourth quarter of

1991-92, Clorox earned 70 cents

a share, before a 48 cents-a-

share charge for asset write-

downs. The frill-year result for

1991-92 was $2.65, before one-off

charges of S3 cents.

Weak prices hit PDVSA
By Joe Mann In Caracas

PETROLEOS de Venezuela
(PDVSA), Venezuela's national

oil company, has been hurt by
weak international oil prices

and high income taxes.

Net earnings for 1992 fell 25

pa- cant, to to US$331m from
1991’s $441hl
But the company was able to

make significant progress in
its domestic and international

investment programmes, make
large euts in operating
expenses and trim borrowing
requirements.

One of the world's largest oil

companies, PDVSA said consol-

idated gross revenues in 1992

were $2i.4bn. down 4 per cent
from I99l's $2?~3bn.

PDVSA's average export

price per barrel - covering
crude oil and refined products
dispatched from Venezuelan
ports - was $1191 last year, 6.3

per cent below the 1991 aver-

age.

The company closed 1992
with proven crude oil reserves

of 63-Jbn barrels, the largest

held by any country outside

the Middle East
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Group acts

on global

multimedia

standards
By Louise Kehoe
in San Francisco

_

LEADING European, US, Aus-

tralian and Canadian high-

technology companies are join-

ing forces to accelerate the

acceptance of glohal multime-

dia communications by agree-

ing on technical standards.

Founding companies of the

group are British Telecom,
France Telecom, Deutsche
Bundespost Telekom, Interna-

tional Business Machines,

Intel, Northern Telecom, and
Telstra.

The group, called the Multi-

media Communications Com-
munity of- Interest, said it

would promote the use of ser-

vices that would allow people
in different locations to view
documents, images, graphics
and full-motion video on a per-

sonal computers, while simul-
taneously discussing and
updating what they see on
their PC screens.

It said the success of such
international services would
depend on establishing stan-
dards so that users could col-

laborate regardless of the com-
puter equipment software or
telecommunications company
being used.
The group also announced

plans to begin a series of field

trials in the first quarter of

1994 to test multimedia com-
munications services on a co-

ordinated, global basis. The
group has invited other com-
panies to join.

Pepsi in China deal

PEPSICOLA, the VS soft
drinks business, and Asia Bev-
erage Company, based in Chi-

na’s Gnangdong province, are
forming a joint venture to pro-
duce and market Asia Bever-
age's soft drinks throughout
China, writes Nikki Tait
Pepsi will hold the majority

share - 60 pm cent - in the
venture company.

New president named in

American Express shuffle
By Patrick Harverson

In New York

AMERICAN Express, the US
travel and financial services

group, has reshuffled its senior

management appointing Mr
Jeffrey Stiefler president of the

company.
Mr Stiefler, who was chief

executive of American
Express's financial services

subsidiary IDS. takes over as

president from chief executive

Mr Harvey. Golub, who
assumes the title of chairman
from Mr Richard Finland.

American Express said Mr
Furlaud, an outside director of

the company since 1972, has
been elected chairman of the

executive committee of the

board of directors.

The changes represent a con-

solidation of the management

installed in February following

.the departure Of Mr James

Robinson, who had run Ameri-

can Express for 16 years. After

a protracted battle. Mr Robin-

son was forced out because of

the poor performance of the

company’s various divisions,

and of its share price.

The appointment of a .new

president, and the more of Mr
Furlaud to chairman of the

executive committee, are

designed to spread some of the

Tnapflgpmwit load.

Previously. American
Express was being run solely

by Mr Golub, with Mr Fur-
laud’s support
Mr StieGer’s promotion is

seen as a reward for his work
at ZDS, which during the

group's recent troubles with its

loss-making securities broker-

age ope&tions and straggling

credit card business, remained
a reliable source of profits. In

1992, IDS contributed 1243m to

the group’s overall earnings of

$436m.:
This is 'the second time in a

- few years that IDS has proved
a stepping stone for manage-
ment within American
Express. In 1991, Mr Golub,

then bead of EDS, was pro-

moted to president of the par-

ent group-
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Bahlsen to restructure business 1 1 “

By Christopher Parties
In Frankftet

BAHLSEN, the German cakes,

biscuits and snacks maker, is

to restructure its business with
the of increasing European
market share, according to Mr
Werner Michael man-
aging director.

Split into “sweet" and
snacks” divisions, the com-
pany will focus on three
brands, Bahlsen for sweet
products, Leibniz in the semi-
sweet mainstream biscuit mar-
ket, and Bahlsen Picanterle for

savoury snacks.

Ttie group, which saw pre-

tax earnings drop by more
than 50 per cent last year to

DM56xo ($33m) on Miles of
DMI.Sbn, compared with
DM1.86bh in 1991, is also aim-

ing to extend its eastern Euro-

pean business further.

Bolstered by the recent pur-

chase of a Polish confectionery

group, sales in the region

should reach DM80m this year,

Mr Bahlsen said yesterday.

Last year’s turnover had
been reduced mainly by cur-

rency fluctuations, he added.

He pointed out that 1991 earn-

ings had been boosted to
DM127m partly by the sale of

the Gubor subsidiary.

Volume sales rose to 27BJI00
tonnes, from 271.000, while the
value of domestic deliveries
fell from DM969m to DM929,
Mr Bahlsen said.

He blamed the decline on
consumers’ switching to
cheaper brands and the impact
of the hot summer on-sales of

chocolate products. - "

Profits were also affected

by increased promotional
spending.
Despite the setbacks, the

group claims a 19 per cent
share of the German packaged -

cakes market, 37 per -cent in
biscuits and almost 27 per cent
in savoury snacks.

t
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German groups cut PVC capacity
By Christopher Parties

HOECHST and Wacker, two
leading German rbAmirais

groups, are to dose two bulk
PVC factories with a combined
capacity of 90,000 tonnes a
year.

The moves will follow the
previously-announced merger
of the companies’ PVC inter-

ests into a single company.

Vinnolit Kunststoff, which
takes effect today.

Around 100 workers will be
affected by the closures, which
will leave the new company
with four German plants with
a total Of 580,000 tonnes annual
capacity and 1,200 employees.
The merger was announced

last November as part of
Hoechst’s cost-cutting pro-

gramme, under which all

the company’s PVC Interests

apart from film would be

merged with those of -Wacker,
which is 50 per cent owned by
Hoechat
Mr Wolfgang Hilger, chair-

man of the Frankfurt-based
group, said then that the new
company would command 10

per cent of the western Euro-

pean market, and offer savings

of DM50m ($29.5m) a year.
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We hereby announce the merger of

Z-Landerbank Bank Austria Investment Bank Ag

and

Z-LB Capita] Markets Finanzierungen, Beratung
und Service AG

effective 1.1.1993-

All capital markets activities will now be offered under one roof:

New issues

Privatisations

Trading & Sales

Research

Mergers & Acquisition

Portfolio management

BankVVustria InvestmentBankAG
purgring 3

1010 Vienna
Telephone: 43-1-588 84-0

Telefax: . 43-1-588 84-361

This announcement appears as a matter of record only
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MONTHLY AVEKAQES OF STOCK INDICES
Jm May Apr* Much

FT-SE Actuaries ImSces
100 Index 2874.7 2830.1 2837^ 2897.1
Mid 250 3206.9 3147.1 3105.8 3110.1
350 Share 1434d3 1410.7 1409^ 14329
industrial Croup 1445.43 1431.20 1432.70 1465.76
SCO Share 153952 1522.69 1522^ 155227
Financial Croup 104834 1002.84 990.45 982.79
Alt-Share 1419.94 1397.10 139170 1415.40

Eurotrack 100 118138 1152.61 1152.22 1150.60
EurotracH 200 1237.69 1214.80 121121 1217.68

FT Indtoas
Government Securities

’

95bO 94.S4 9127 97.19
Fixed Interest 111.13 11221 11287
Ordinary 2249-2 22132
Gold Mines 186.1 171.4 1214 99.7
SEAQ Bargains^.45pm) 28.484 28,856 30,702 38,564

Highest Close Juno Lowest Oqm June

FT-SE 100
FT-SE Mid 250
FT-SE 350
FT-a fill Share
Ordinary

2907.8 (22nd)

3235.7 (30th)

1447.8 (22nd)

1433.01 (22ndJ
2277.0 (22nd)

28295 (4th)

31862 ( 1 st)

1413.5 ftih)

140030 (4th)

2211.7 (isq
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Emirates Bank International Limited

having recently been granted a fullUK banking licence is pleased

to announce (be opening of its London Branch on

1st July 1993.

Emirates Bade International Limited London will assume the

business undertakings in the Uj£ ofMiddle East Bank Ud (MED) a

subsidiary of the Emirates Bonk Group. MGB will henceforth

operate under "former authorised" banking status in London.

EMIRATES SANK INTERNATIONAL LIMITED
Shacklcton House. 4 Balllebridgc Lane, London

SEl 2HP

Tel No: 07 1-357 6262
Fax: 071-357 <S!05

Telex: 8956506/8951481 EBILLO G
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Murdoch TVB
stake plans still

pu, say analysts

INTERNATIONAL COMPANIES AND FINANCE

By Simon Hobeiton
in HongKong

MR RUPERT Murdoch Is

.
nnMy to shelve plans for an
alliance with Hong Kong's
Television Broadcasts (TVB)
even though his bid to acquire
22 pa cent of the company has
nm into regulatory difficulties.
TWs is the view of- local

media analysts. They believe
that to realise his ^
Asian broadcasting, the
of News Corporation does not
need to own a share
of TVB, given that Ms ambi-
tions are regional and not just
confined to Hong Kong.

If all goes well, analysts say,
Mr Murdoch should be able to
strike a deal giving htm
to TVB’s programming library
and production capability, and
allowing him to participate in
TVB’s satellite broadcasting
plana

One possibility would be for
TVB to separately incorporate
its flhn library and production
facilities and sell an interest in
them to Mr Murdoch. He could
also partner TVB In Asian sat-

ellite broadcasting without
having to own that part of TVB
which has the terrestrial
broadcasting licence for Hong
Kong.
On Tuesday, Mr Murdoch

asked the Hong Kong govern-.
ment to defer consideration of
his HKtUSba (US$239m) offer

to acquire a substantial share-
holding in TVB from the
company’s two main share-

holders. Sir Run Run Shaw and
Malaysian financier Mr Robert
Kndk.

It is understood the deferral
was sought because Hong
Kong’s Broadcasting Authority
had recommended against
approval of the purchase. At
issue was the waiver of a
regulation which prohibits
a foreigner voting more
than 10 per cent of the equity
of a Hong Kong television
licensee.

“I still believe that TVB
wants to work with News Cor-
poration," said Mr Charles
Whitworth, media analyst at
Wardley James CapeL “They
want access to News Corp’s
programming and their exper-
tise in satellite television. But
he [Mr Murdoch] does not need
to own TVB to do it"
Mr Kirk Sweeney, media

analyst at I^hman Brothers,
said" it would be a disappoint-
ment for the strategic develop-

ment of both News Caijf and
TVB if Mr Murdoch was pro-
hibited from acquiring a stake
in the company. “Both would
benefit from News Corp’s par-

ticipation in TVB; they could
sell product in both direc-

tions,” he said.

Mr Sweeney believes there
were some aspects of the deal
that could persuade the colo-

ny's Executive Conned, or qua-
si-cabinet, to grant waivers, “if

properly presented”. One of

these was the exportation at

Chinese culture to North
America and Europe.

:* Network unveils float rules

By Brucw Jacques In Sydney

SEVEN Network, the
Australian broadcasting com-
pany, has confirmed it will

have News Corporation and
Telecom, the Australian tele-

communications group, as
founding shareholders when
its flotation goes ahead.

Mr Ivan Deveson, Sevan Neb
work chairman, said News Cor-

poration, Mr Rupert Murdoch’s
international media group,
would hold a 15 per cent inter-

est, and Telecom, the Austra-

lian government-owned tele-

phone btoud. lOuer cent.

He said News and Telecom
would be entitled to nominate
one directoreach to the board.

Seven, which had been in the

hands of its bankers following

the collapse of the Qintex
empire, has circulated a draft

prospectus. The flotation is

likely to seek between A$600m
(US$402.7ta) and AfTSSm.
The prospectus is believed to

price Seven Network shares at
just over eight times forecast

earnings for 1994.

Philips to

show gain

ofH l.lbn

on sale
By Ronald van do Kro<
bi Amsterdam

PHILIPS. the Dutch
electronics group, stands to
make an extraordinary gam of
FI l.lbn (f679m) on the recent
sale of its minority stake in a
semi-conductor joint venture
to Matsushita of Japan.
The gam, which is in line

with analysts’ predictions, will

be included in second-quarter
results due . out on
August 5.

Zn May, Philips announced it

was selling Its 35 per cent
stake in Matsushita Electron-
ics Corp to. its long-standing
Joint venture partner, Matsus-
hita, for F13bm
The company had declined

to say how big the extraordi-
nary gain would be. However,
Philips was required to dis-

close the figure when filing its

annual report with the Securi-
ties and Exchange Commissipn
'in tiie US, where it mntntriihiB

a listing of ordinary shares on
the New York Stock Exchange.
- Philips confirmed it would
be using the proceeds of the
MEC sale to redeem debt and
to begin the process of cutting

short-term debt. Part of the
proceeds will be earmarked for

early redemption of FI 540m in

outstanding conversion certifi-

cates issued by its finance
company.

It said the figure of FI l.lbn
included foreign exchange
gains as well as the cost of

provisions "HM to at

divest other parts of the Phil-

ips group. It declined to give
details of the projected provl-

The extraordinary gain will

significantly boost second-
quarter results. In the first

quarter, Philips' net profit fell

by more than one-third to

FI 108m, due mainly to a drop
in orders at its communica-
tions systems business in Ger-

many.
The divestment of MEC is

expected, on balance, to be
positive for Phflfps. The Japa-

nese-based Joint venture was
barely profitable in recent

yean, and the reduction in

debt will enable Philips to

achieve savings on interest

charges.

Upstart airlines reach for the US skyways
Cut-price carriers are mopping up redundant labour and lost routes, writes Nikki Tait

I
T IS 11.30am at Newark
Airport and Plight 7, to

Atlanta, is fining up. The
,ptijSsengfcrs are a motley crowd

but there is coffee by the

hoarding gate, plus an effhsive

cabin attendant. And if the
Boeing 727 looks a little

elderly, at least it departs on
tune.

This is Kiwi International

Air Lines, one of a crop of new
nirKneg which have started op
in the US in the past few years.

Kiwi Hies to jest a handful of

cities - Chicago, Atlanta, New
York, Orlando and San Juan in

Puerto Rico - and its appeal is

equally simple * price.

The cost of a (jne-way ticket

from Newark to Atlanta, with
nd advance purchase or mini-

mum-stay requirements, is

3119. Make the gam* “fun fere"

journey on Delta Air Lines,

which dominates Atlanta’s
Hartsfield airport, and the
price is 3373.

At first sight, the 1990s seem
an unlikely time to start up an
airline business. Financial tur-

bulence has caused two large

earners - Pan Am and Eastern
- to go out of business, while

losses at the remaining seven
national arrlhipg have topped
3Stm over the past three years.

Even now, Northwest Airlines,

the fourth-tergest carrier, is

teetering on the brink of bank-
ruptcy.
Despite this gloomy industry

backdrop, the US Department
of Transportation calculates

that 15 new airlines came on
stream in the year to April,

one-third of which were nei-

ther charter nor cargo
operations. Another 20 applica-

tions are In the .ptpeUnfi, half of

which involve jet aircraft.

There are two compelling
reasons why start-up carriers

are1 reaching for -the skies.

First, there is a surplus of

trained labour and cheap air-

craft.

Pan Am ami Eastern alone
employed between them
almost 30,000 people immedi-
ately before their respective

The 1990s seem
an unlikely time
to start up an air-

line. Financial
turbulence Jhas put
two large carriers

out of business

collapses in 1991. More
recently, many of surviving US
carriers - including American,
Delta and United - have been
contracting, shedding thou-
sands of jobs In the process.

The idea to create Kiwi came
from a group of former Eastern

pilots who personally commit-
ted upwards of $50,000 apiece

in start-up capital. Today,
Kiwi’s 400-plus payroll

former employees of Midway
Airlines, a smaller Chicago-
based carrier which collapsed

in 1992, nnH Pan Am.
It is not only people skills

which are available. The recent

airline demises - plus the
shrinking of SUTViVOTS - has

led to a glut of aircraft, most of

which are parked in the Cali-

fornian desert

Many of the new carriers use

Boeing 727s or 737s, restricting

their fleets to one type of air-

craft to reduce maintenance
costs. Lease rates are at low
ebb; depending on age and
model, a 727-200 can be had for

under $100,000 a month.
Equally important there is a

market waiting to be served.

US consumers have grown
accustomed to the bargain-
basement fares which resulted

from savage price wars in the

early 1990s, and still shop
fiercely for good buys.

The big carriers, by contrast,

are desperate to restore some
profitability to their domestic
operations, and have been try-

ing to push up ticket prices.

This task is achieved more eas-

ily in markets where they face

limited competition.

When Eastern, which had
been a heavy price-cutter, col-

lapsed, Delta became the only
large operator at Atlanta and
Immediately raised fares. For
new carriers, with lower oper-

ating costs, such situations

have potential

In financial terms, the new-
comers’ track records are var-

ied. Some have quickly moved
into profit

T ake Nevada-based Reno
Air, which will celebrate

its first birthday this

week. It flies a dozen aircraft,

principally in the south-west,
anrt has been firmly in the
black fra: the past two quarters
- more than can -be said for

many of its bigger rivals.

However, problems tend to

surface when a successful
niche operator takes the next
leap forward, in terms of size

and route structure. MarkAir,

based in Anchorage, is good

example.

This carrier, which began
life flying oil-drilling equip-

ment around the Alaskan out-

hack, became a passenger car-

rier in the mid-1980s. In 199L it

expanded into the Pacific

north-west, angering the larger

Alaska Airlines. A fierce fere

war developed. MarkAir filed

The idea to create

Kiwi came from a
group of former
Eastern pilots,

who committed
upwards of
$50,000 apiece

for Chapter II bankruptcy pro-

tection in June 1992.

The MarkAir story is also

indicative of the relationship

between upstart carriers and
established operators. In gen-

eral, new airlines tread warily,

knowing they can be targets of

retaliation if they encroach too

for into national carriers’ terri-

tory.

Kiwi, for example, has only
four flights a day during the

week, between Atlanta and
Newark (two in each direc-

tion). The first flight leaving
Newark is not until 11.40am,
making the service of limited

use to business travellers.

By contrast, when Reno tried

to enter the Minneapolis mar-
ket, Northwest - which Is

based in the Minnesota city

and had abandoned a Mlnnea-

poKs-Reno route - responded

by first re-entering this terri-

tory, at Reno-style prices.

Worse, it announced it would

undercut the upstart carrier's

price on other west coast

routes. The Department of

Transportation weighed in on

Reno’s side, and both carriers

backed off.

Occasionally, however, the

Intricate world of aviation poli-

tics plays in the new carriers’

favour. The giant American
Airlines, for example. Is trying

to scale down its hub operation

in San Jose, California, in the

face of strong competition in

that area from its low-cost Dal-

las-based rival, Southwest Air-

lines.

Two months ago. it agreed to

sublease up to seven gates at

San Jos6 to Reno, and has also

offered Reno passengers the

to earn air miIk in its

AAdvantage frequent flier

scheme.
To economists, the ready

entry of new low-cost operators

is precisely what competition

theory prescribes. But even In

the aggressive, deregulated US
airline industry, not everyone

is universally welcome.

Plans by Mr Frank Lorenzo,

former boss of both Eastern
Airlines and Continental, to
start a discount-fare airline

operating between Boston,
Washington and Orlando, have
provoked a storm of protest

from airline «ninns and mem-
bers of Congress.
Hearings on the issue are

taking place this week. It is a

delicate issue which pits the

principles of deregulation
against one of the industry’s

most controversial figures.

Dickson Concepts advances 7%
By Simon Davies
n Hong Kong

DICKSON Concepts, the Hong
Kong retailer and wholesaler

which owns Harvey Nichols,

the London department store,

reported a 7 per cent increase

in earnings for the year to

Net profit improved to

HK$300.5m (US$38.5m) from
HK$2SL9m a year earlier. The
results wo? a marked contrast

to chairman Mr Dickson
Peon’s enthusiastic predictions

a year earlier, and reflected

weak trading conditions in

Japan and Europe.

Turnover rose 8 per cent to

HK$2.57bn, primarily as a
result of improved sales from
Its distribution operations in

south-east Asia.

Harvey Nichols, purchased
foam the UK Burton Group in

1991, made Its first meaningful
contribution to group earnings

during the year. Analysts esti-

mate the store made an operat-

ing profit of around HK$14n,
thanks to tighter financial con-

trols and an expansion of its

sales area.

The recent focus of the group
has been on China. Four out-

lets have been opened in Bei-

jing, aaiitog Charles Jourdan,

Guy Laroche and S. T. Dupont
products. During the current

fiscal year, an additional 30

boutiques are expected to be
established.

The group already distrib-

utes ll brands of luxury
watches in China. It will start

marketing a new Harvey
Nichols range this year.

Gillette product launch
By Nikki Tatt In Now York

GILLETTE, the Boston-based
consumer products company,
yesterday unveiled a new shav-

ing system. It is hoping to fol-

low up the success of its Sen-

sor razor with the new product

which, it claims, offers further

technological advances.

Gillette said the new system
- SensorExceL - should sell at

a 15 per cent premium to Sen-

sor. It will be launched in

European markets in Septem-
ber. This is the first time it has

launched a new “wet shaving"
product outside the US.
When news of the launch

surfaced last week, the compa-

ny's shares moved higher,

although some analysts
suggested it was too soon after

Sensor’s 1989 launch to bring a

new “wet-shaving" product to

market
Sensor has been hugely suc-

cessful, helping to rebuild Gil-

lette's image after the tumul-

tuous 1980s, when the company
was subject to two takeover
threats.

m All of these securities having been sold; this announcement
appears only as a matter ofrecord.

June 3D, 1993

$225,000,000

Banco Bilbao Vizcaya International

(Gibraltar) Limited

9/000,000 American Depositary Shares, Series C
Representing

Non-cumulative Guaranteed Preference Shares, Series C

Kidder, Feabody& Co.
Incorporated

BBV Interactivos, S.A.
(Onbade of the United Slates)

Merrill Lynch & Co.

Beai^ Steams & Co. Inc

Goldman, Sachs & Co.

Lehman Brothers

Aires Finance Limited

USD 39,291,000

Secured FloatingRate Notes due 1993 to 1995

S S «£5
interest amounts:

Interest Payment
Periods

JnJy Ol, 1998 - August 02,
jj

9*

August 02, 1993 - September0U938

September 01, 1993- October 01. 1903

-October 01, 1993 - November 01. 19W

November 01, 1993 - December0I.«»

December 01, 1993 - January 04. 19«

1.000

3.98

3.61

3.48

8.46

3.22

8.50

Interest amount
perUSD
10,000 100,000

39.83 893.33

36.06 360.56

34.77 347.69

34.60 345.98

321.94

850.28

32-19

35.03

Banque Paribas Luxembourg

Soci£t6 Anonym*
AgentBank

Cardiff Automobile
Receivables

Securitisation (UK) pic

£328 million

Floating Rate Notes
Due 1995

In accordance wHh the provisions

of tha Notes, notice Is hareby given

that for ihe interest period tram 29ih

June, 1033*029*1 September.

1903 the Notes wB cany interest al

ihe rate of&25 percentperamm.

Interest payable on 29th

September, 1993 wi anoint to

£157.53 on each £10.000 Note.

West Ifewchani Bank Limited

Agent Bank

USD 200,000,000

BANESTO FINANCE
LIMITED

Subordinated Fioati

Rate Notes due l!

Interest Rate 4.02813% p. a.

Interest Period Jure 30, 1993
September 30, 1993

Interest Aitart (to on
September 30, 1993 per

USD 1,000,000 USD 10294.11

Agent Bank

PIONEER ELECTRONIC
CORPORATION

Notice is hereby given to holders

of CDR's issued by Caribbean
Depositary Company N.V.,

Curacao, evidencing shares in the

above Company that the annual

report of Pioneer Electronic

Corporation for the year ended
March 31, 1993, may be obtained

fiom:

- Caribbean Depositary Company
N.V., 6 John B. Gorsiraweg,

WiQemstsd. Cunw^o
- N.V. Nederfandscfa

Administratis- ca Tnialaunoor.

Horengracht 420, 1017 BZ
Amsterdam

The Bank of Tokyo LidL,

established In : Tokyo,

Bruxelles, London, Dussddorf,

• Puis and New York

Amsterdam, June 28, 1993

N.V.NEDERLANDSCH
ADMINISTRATE-EN

TRUSTKANTOOR

CA La Electriddnd do Caracas,
8AICA-SACA
U& $208,664,000

Flooring Me Banda due 3903
Series A-1

u SISMBjOOO
Hooting Rale Bonds due 1S07

SerinM
U.S. $23^47,000

RootingRemBondedue19W
Serin B-1

<LS.SfS£8S4M
Rooting Rete Bonde due tflM

Seim B-a

U.S. $(SvM2^H0
Roeting Rate Bonde dueIMS

Serin BO
Bi ctBnhra wflfi ft» piwOton affw Bond*
node, tahanfcyOmMto( Vi. ManMPwtoO
Mm Juo. SO, wn IB Smmiwr 30. IB03 da
Bona* «m cany an Inteoai Roto or 4.36%. w>
anman.wefmfcutoMon eccft UO. Suoao
nmnlori amount la llfl. SUMS- Banal peyitfe~

1

30, 18W Bdsetoo In raapMot
ipom lamaBiha auMuKSne

iwBiheUlM!-
M BOMM ta UJL 610.61U444 par

U.3. si.000 nanBM mart of eNrii UO.
MWOn

US. Si XXX] nominal booum el «Md< lEel

C7WJM romanoumnm
Sartaa B-i «S meant» u.S. 17S20S7TB oar

u.S. ei.000 nominal annum d nt US.
UM.IS rarnaw WHlaneBng.
HartaeM "B amom a> US. UJHOSOM par

US. SISOO lomkiai amount of wtxdi US.
$«M£* (OmahaouMm**.
Sarto* B-3 «*l anew* to US. M.7B76 oatUS.
$1X00 nominal airman of ahlOi US 5825JX?

By: Tha GnaaaUanpittan Bank. MJL
mmUBami

July i. torn

First Interstate IVost Company of New York

Acquisition of Corporate Trust Business
by Bank of Montreal Trut Company

NOTICE IS HEREBY GIVEN that on Jane 80, 1983 Bank or Montreal Trout

Company acquired from First: Interstate TVoat Ctxnpany of New "ftrk substantially aO

offtts corporate trust bunness.
Bank of Montreal ‘frost Companx located at 77 Vfater Street, New 'fork, NY IOtXE,

»! ' succeed Rnst Interstate Tn»t Company of New York ue Trustee or Paying Agent

or Registrar or Co-Ptying Agent far the fbQowiiig banes:
' *•

Rooting Bate Subordinated Capital Notes dueB09

7%9f> Senior Notes due 1983

10%Notes due 1994

11W6 Notea doe 1993

7M% Notes doe 1996

Retractable Guaranteed Notes doe 1998

American Express Bank Limited

American Egress Credit Corporation

American Express Overseas Credit

Corporatioo Limited

American Eapreea Ovaraeea Credit 9% Guaranteed Notes duo 1994
Corporation N.Y

Farm Credit Corporation

H. J. Heinz Company
IC Industries Finance

Corporation N.V
Province ofQuebec

Bio Tinto-Snc Finance B.V

The City ofVienna

The Royal Bank of Canada

The Royal Bank of Canada

Zetrinlsparfauetnid
fanaadiftaak Wen

Dated: July 1,1993

9% Bonds due 1995

UWfc Guaranteed Bonds doe 1998

18%% Bonds due 1991

Floating Rate Debenture doe 2006

Fleeting Rata Debenture Notes doe 2066

Um Stdwnfimfed Boats due 2896

Vint Interstate Trust Company of New Yotfc

CJL La Sedricktadde Caracas,
SAICA-SACA
UAStoWWJ

CnOMraBM floatingMe
Bonds doe2008

kiBCoodenca PM**** olris Bonn.

aoNdb U hMly oMn M tor M hurari

Perfcxt Bern Juns 30. 1938 to Bapunte 30,

UU Bn Bondi* any * Waied BM ol

unMprannum- Thaband pe><tfBBe si*

araes paimtnt data SeWotNrSX
1993«eOB 06.tan par USHCOOpltopBl

BmhriUnnwfcH BBrUmOmm
AgantBaak

jugi.tsea

NOTICETOTOE HOLDERS
OF EUROPEAN DEPOSITARY

RECEIPTS INt

PIONEER ELECTRONIC
CORPORATION

We an pfcand » ramwiea rat capte* or (I)

Uk EaglUn iraubi|oo verrieo of ibe

Ceavoeadao Notice of the 47th Ordinary

Gcaenl Meeting of ShmeMdeii of Cmanoft

Suck of ihe Conpu* heldM 2Mi Jmo, 1993,

eon (8) Tbe Ararat Rrpon fer Ibe fi«l yew
<Med 3I« MarriL 1993. as DOW anUabie to

EDRHolder*. •pcaapp&aBaa ®Tt* Bn* of

Tokyo kwratend, limited, 12/15 Fbffauy

arciu, London, EQJri TUT. and the Aim,
TO* Bank or Tokyo (Laxumboora) 5 Jk.

RcddBoec SL Eqvtt. I -3 Rat ra sl Etprti 1475

Luanhcatfr

HwfcofTokynkramdontt Limfcd
(LohIqd Depositary)

lit Jaly, 1993

UT200,000,000,000

International Bankfor

Reconstruction and
Development

Floating Rate Notes due 1997

For the period from Jnfy T, 1993 to

January 8. 1994 the Nates will carry an

interest rate of 9%* per annum with

an interest amount of LIT 2SO.DO0 per
LIT 5,000,000 Note end of LIT 2,508,000

per LIT 50,000,000 Note.

The relevant interest payment date will

be January 8. 1994.

Agent Banks

Banque Paribas Luxembourg
8oeUt4 Anonyme

£150,000.000
Floating Rate Notes 1996
t/ormerfy AugIn Building Ser,tly)

In accordance with the

provisions ol the Notes, notice is

hereby given chat the rare

of interest (or the three

month period 29th June. 1993
to 29rh September, 1993 has been
fixed ar 6.08 per cent per annum.
Coupon No.28 will therefore be

payable on 29th September, 1993,

at £1,532.49 per coupon from
Notes of£100,000 nominal and
£76.62 per coupon from Notes

of £5,000 nominal.

Nationwide Building Society

S.G.Warburg 5c Co. Ltd.
Agent Bank

llllllllllllllllllllllllll

Energy International N.V.
(Incorporated wjito United Liability in the Netherlands Antilles)

Shareholders in the Fund are convened » attend ihe Annual General Meeting of

shareholders to be hekl on Friday, 30lhju!y, 1993 at 10.00am at die registered

office of the Fund at Pwtermaai 1 5, Willemstad. Curasao, Netherlands Antilles.

The items on the agenda are:-

V Approval of the Report of the Board ofManagement on die Fund's affairs for

the year from 1st April, 1992 to 31st March, 1993.

2) Approval of the balance sheer as at 31 h Match, 1993 and ol the statement of

operations far the year ended 3Tst March. 1993.

3) Ratification of the actions of ihe Board of Management for die year ended 31 si

March, 1993,

4) Approval of payment on 6th Au^ist, 1993 of a dividend far the year ended 3 1st

March, 1993ofU5$ 2.00 per share or such dividend as may be advised by the

Auditors as necessary to obtain United Kingdom distributor status far the Fund.

51 Election of the Members of the Board of Management
in order to attend the Meeting in person or by proxy and to have their votes
registered ar the Meeting, holders of bearer shares must deposit their share
certificates (or a deposit receipt for the share certificates) mentioning their

names, addresses and nationalities at the registered office of the Fund not
later than 23rd July. 1993.

2nd July, 1993 By order of the Board of Management

Republic of Venezuela
U.S. $262,720,000

Floating Rate Notes Due 1995
In accordance with the terras and conditions of the Notes, notice is

hereby given, thar rhe interest rate for die Inreresi Pericd from 30th

June, 1993 to 3 1st December, 1993 is p.a. The Coupon
Amount payable on the 31st December, 1993 for notes with original

principal amounts of U.S. $10,000 and U.S. $100,000 is U.S.

$173.39 and U.S. $1,734.11 respectively.

DBankersTrust
Company,London Agent Bank

A/S FAMME BANK
ust nyjoojwo

FLOATING RATE SUBORDINATED NOTES DDE 1994

In accordance with the provteiona of the Notes, notk* 13 hereby given that tor

the period Urea 30 June 1993 to 31 December 1903 the Nous will cany a rate

ofinterest olSX96perannum with an coigno amount ofUSSffiii.I I.

AsAgent Bank
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Disappointing response to record £3.25bn gilt auction
By Pater John in London and
Patrick Harverson In New York

THE BANK of England held

one of its most disappointing

gilts auctions yesterday since

they were Brat used in 1987.

However, the fundamental

attractions of the UK gilt mar-

ket enabled it readily to shrug

off the supply pressure of what

was also the biggest ever auc-

tion.

The £3J!5ta sale of 8 per cent

stock due 2003 had been aimed

at international investors who
have been heavy buyers of UK

GOVERNMENT
BONDS

paper on the back of low infla-

tion, low growth and the pros-

pect of sterling appreciation.

However, over the past week,

gilt prices have risen sharply
and the pound has raced ahead
against a number of European
currencies. Yesterday’s auction

was covered only 1.1 times, the

lowest level since January
1988.

When the auction details

were announced, long gilt

futures for September plunged
% to 106ft and both medium

and long-dated bonds were
sharply lower.

Nevertheless, prices began to

creep higher very quickly and

by the dose, the September gilt

contract was almost half a

point higher on the day at

107fi.

The fundamental attractions

of the market enabled the

Bank of England to announce
a further £800m of new stock

late yesterday afternoon.

The tap of 9 per cent stock

dated 2008 and priced at 108-75

per cent will be more attractive

to UK institutional investors,

which prefer longer-dated
issues.

THE BURNING issue of

whether Germany will or will

not cut key Interest rates at its

fortnightly council meeting
today continued to exercise

continental European govern-

ment bond markets.
However, the German bund

market drew no inference from
the inscrutable Bundesbank
and traded sideways for most
of the day. Bund futures rose

only 6 basis points to close at

95-86.

Dealers said the strength
reflected investors switching
out of the French government

FT MXEP HiTEREST INDICES
Year

June X Jbm 29 Jtpe 28 JwS June 24 qp Hfri* loaf*

SortSect (UK) tm 971I 9720 6600 9647 SL18 «04 8328M Uavt 11524 115.14 11423 114S0 11457 10533 11524 10657

Baata laOi Qovensnant SscwMos ISflOSft And Interest 1928.

SMlriliM hfcft ehca compHkK 127.40 0/1/3% -0.18 pn/7E)

GH.T EDGED ACTIVITY
JDM 29 Jma 28 JU»» Ju» « Jua 23

1035 98.1 885 1112 106.1

UaiMIBB 10W) 1043 105.7 107.1 1049

‘SEataMyatrieeaiseaMci 1974

band market, which many feel

has risen high enough in the

shortterm.

The .rate cut pessimists

pointed to the derisory reduc-

tion yesterday in the repo rate,

which was shaved by only one

basis point to 7.58 per cent

against vague hopes earlier

that it might have come down
to around 7.55 per cent
However, the enthusiasts

believed that the fiscal package
announced on Tuesday and
due to be approved by the Cab-
inet in two weeks’ time would
provide the Bundesbank with
the impetus it needs. The gov-

ernment wants to make spend-

ing cuts totalling DM252Sbn.

FRENCH government bonds
were flat as the market

digested the most recent unem-

ployment data, which came in

at 11.5 per cant for May against

the market's expectation of

around 11 per emit
French bonds started slug-

gishly, with today's auctions of

franc-denominated OATs and
of Ecu-denominated OATs also

weighing on Mures as dealas
set up hedges for the tender.

The September contract was
down at around 119.68, at one
stage but recovered later in the

day to close unchanged at

119.82.

IN THE high yielding Euro-
pean government bond mar-
kets, Italian bond futures hit a
record high before profit-taking

saw the contract edge slightly

lower on balance.

Foreign investors, who have

been prepared to take the

country’s political uncertainty

on board for the attractive

returns of government paper,

were encouraged by positive

tax news.

The treasury lias signed a
decree introducing a new sys-

tem for repayment of withhold-

ing tax on coupons to eligible

foreign investors.

The finance ministry said

the time for repayment could

be cut to 35 to 40 days with the

new computer-based system.

At present, the repayment of

the 1225 per cent tax can take

up to a year.

BTP futures for September
ended the day 0.61 point higher

at 10324.

US TREASURY prices

slipped lower in quiet trading

yesterday irwiming as dealers

and investors prepared for

tomorrow’s important jobs
data

By midday, the benchmark
30-year government bond was
down & at 105ft, yielding 6.695

per cpf1* At the short gwd of

the market, the two-year note

was also weaker, down ft at

100ft, to yield 4.026 per cent
Trading was lacklustre

BENCHMARK GOVERNMENT BONOS

Cetffon
Red
ate Price Clrange YWd

Week
ago

Moottl
reo

AUSTRALIA fiLDOO 06703 114V746 +1531 707 758 757

B6U3WM aoao BMJ3 11X000 +OJOSO 090 7.18 758

CANADA* 7J50 0MJ3 802600 -0380 756 758 752

OSMAftK . ajooo 05433 is&oaoo -0035 654 700 752

FRANCE BTAN 8-000 OHM 107:8445 +(L0» 8.12 023 8.70

OAT SjSOO 04/03 1124200 +0020 BJ2 4W

GSNAW US 04/03 1002550 *0060 061 873 &36

ITALY 11X00 03/03 102.1300 +0.140 1158 13M

JAPAN folia 4800 OW99 1028905 4001 400 453 4AO

No 146 5300 owe 1060878 -0002 450 449

NETH8LAND3 7XI0O 02/03 1030600 +0230 842 850 8.70

SPAM 10300 OWE 1000798 40068 1012 1014 1055

IKM.T3 7250 03/88 101-19 -St32 654 855 7.14

uao 06/03 102-14 +7/32 754 7.75

LOW 10/06 108-22 +11/32 5L00 am 8J0

US Tft£ASuflY • &250 0SAJ3 103-13 4/32 S.79 034
.
Ml

7-125 02/23 105-20 -W32 858 176

ECU (Fnrtcft Govt) uao 0«D3 1003200 •0110 7X8 7.18 751

London ctotana ttsnutsa Nww York mandng esetaon YMdK Locai ntaricte etarttara

Tttota«i«iuta7iMteriuarei»I»fec^takttl2^pMeentpe^
Pricwr US. UK in 32nd* «ltem te etedmta 7J*#jnfcte OSafATLAS Pfc* »«***

throughout the Tnoming pri-

marily because most market
participants chose to stay an
Hia sidelines tomorrow's
release of the June employ-
ment report Expectations cen-

tre an. a rise of between 100,000

and 150,000 in. non-farm pay-
rolls - an increase that would
be regarded as indicative of a
still-struggling, hot slowly

economy.

Most of yesterday’s losses

were concentrated at the long

end of the market. They were

attributed to some endof-quar-

ter filing by institutions, and
also to reports on the Market

News Service that a large num-
ber of Congressional Demo-
crats want President BUI Clin-

ton to drop the controversial

energy tax from his deficit-re-

duction package.

AMP revamps
investment

operations
By Bruce Jacques In Sydney

AMP SOCIETY, the Australian

financial services group, is

revamping its Australian
Investment operations in a bid

to improve investment perfor-

mance.
The AMP, which controlled

Australian investments valued
at more than A$372>n at last

balance date, has formed a
separate company to manage
its investment operations
called AMP Investment Aus-
tralia

Mr Andrew Threadgold,
managing director, said the
changes would allow the AMP
more fully to focus on Invest-

ment management while at

the same time reducing costs.

The move is aimed at break-

ing the company's equity
investments into smaller, sep-

arately-managed portfolios. Mr
Threadgold said this should
lead to a big reduction in mar-
ket execution costs.

Broadly-based borrowers tap a

wide range of currencies

NEW INTERNATIONAL BOND ISSUES

By Sara Webb

A BROAD selection of

borrowers flocked to the inter-

national bond market yester-

day, tapping a wide range of

currencies.

The World Bank, which
launched its Y225bn global

deal on Tuesday, yesterday
priced the seven-year bonds to

yield 12 basis points over the

No 129 JGB (the indicated

range had been 11 to 13 basis

points over the Japanese gov-
ernment bond).

Goldman Sachs, which is

joint lead-manager with Daiwa
Europe and IBJ International,

said the bonds traded up from
the issue price of 99.983 to

100.07-100.10 by mid-afternoon,

while the yield spread tight-

ened to 115 basis points. “The
deal was distributed all over
the major geographical cen-

tres," according to one of the

lead managers.
Japan Airlines also tapped

the yen sector yesterday for a
total of Y50bn, choosing to

spread its borrowing burden
across three separate bond
issues, lead-managed by three
different Japanese bouses.

The band issues, which are
for aircraft financing purposes.

INTERNATIONAL
BONDS
bam quite gimiiar maturities,
falling due in October 2002,

July 2003 and October 2003.

’They (Japan Airlines) did it

in three issues because they
have a varied maturity require-

ment which makes it easier
this way - however, it also
helps relationships with the
Japanese houses," said one
Japanese lead manager.
Another said: "It's very politi-

cal - by doing three issues

through three different houses,

it gives everyone a slice of the
pie." The deals were mainly

aimed at Japanese investors.

In the lira sector of the mar-
ket, Credit Local De France
launched a LSOObn zero-coupon

bond with a 10-year maturity.

Mr Flavio Fabbrlzi, head of
new issues at IMI Bank Luxem-
bourg, which was the lead

manager for the deal, said

there was good demand in the

Benelux countries, Germany
and Switzerland, from both
institutional and retail inves-

tors, given that with a zero-

coupon bond investors do not
have to worry about reinvest-

ing Interest payments.
The bonds were priced at

39.72, giving 38.47 after fees

and providing a gross redemp-
tion yield of 10.027 per cent.

The bonds later traded at
38.625-38.65.

The US dollar sector saw a
wave of new Issues, with a
straight bond from the Devel-
opment Bank of the Philip-

pines and a handful of floating-

rate notes.

Arnufft Coopoo Price Maturity Fern Spread Book runner
Borrower
US DOLLARS

in. % S (ff

Dev. Bank a( the Phappfrtes 175 88 9ft434R JuJ.1998 (L9375R +310(5*96-08} Oflbtink Msmedianfll

Boo, Com. Rortugues Mado/rat 150 w 100 JUL1996 ai25 UP Motuan SecuriUea

Swedish Export CretStf 100 (b) 100.7 JUL1S94 re - Letanen Bnottant ML
AS8 ML Finance^ 100 W ioai» JUL1994 - - Lehman Brothers ML
D-MARKS

12S W JUL2003 25 - Morris Lynch Bank

FRENCH FRANCE
European brveatmont Bank 2bn 855 8047R JuLISSO 0575R +8 &WK-00) OMR Lyonnais

VW
Japan Abtowa Co. 20bn 5A5 10ai25R 005002 05R - Dedvra Bsupo
Japan AMnoa Co. 15bn 55 10052SR OCL2003 0575R Mkko Brope
Japan Akftaes Ca 15bn 55 10055R JUL2003 Q5R Normia Internationa/

NWaobtsrt Kasai Corp^O 20txt 4.4 loaiR Oa.1097 05R YamateW ML (Europe
SBAB lObn 455 loon Nov.1996 - NBdoa Europe

CANADIAN DOLLARS
GECC 200 - 85 08.687R Doc.1096 02R +20 {8VU6-0Q Salomon Brothers ML
1TAUAN URA
Crddtt Local da Fiance 5O0bn zero 39.72 AU05OO3 155 IM Bank Luxembourg

SWEDISH KRONA
Cound at Euopet 275 W S0J5R ApriOOO 030 Morgan Stanley ML
Fine/ terms and nan-arietta uMt slated The yteU spread (over relevant ga—wnl bond} at launch fs mipBnrl by the lead
manager. SconwrtUo. tfloaSng rate note. OSernf-awual coupon, ft fixed re-offer price; fees are shown at the reotter level. a}

Coupon pays 6-month Ubor + 025%. b) Coupon pays 3-month Ubor - 0.125%. <4 Deep efiscount convertible bonds. Pricing: 8/7*33.

Coupon inefcated «d 2J5 - 2.75% and conversion premium at 13 - 16%. Canada from July 1888 at par pUs accrued. tty PutteMe on 29/
IQ/86 at par. a) Coupon pays 8% (brad annual hi first 9 months and 14.75% - 6-month Stfaor thereafter.

The Development Bank of
the Philippines upped its five-

year issue from 8100m to
3175m, citing strong investor
demand for the paper. The deal
is the first five-year issue by a
Philippines borrower, and

extends the maturity bench-
mark set by the Republic of the

Philippines Eurobond issue
launched earlier Ms year.

The bond issue does not
carry a national government
guarantee, but was brought at

a yield spread of 310 basis

points over the US Treasury
bond, representing an improve-
ment over the spread obtained
by the republic.

Citicorp was lead-manager
for the deal.

NEWS IN BRIEF

Hong Kong
Futures seat

for Morgan
Stanley
MORGAN Stanley Asia is to

take a seat on the Hong Kong
Futures Exchange (HKFE) and

has also been accepted in prin-

ciple as a dealing member of

the exchange, AP-DJ reports

from Hong Kong.

The group said it would be

able to begin its own erpmrin^

and clearing facilities ha Hoag
Kong within the next few

Morgan Stanley recently
acquired a second seat on the

Hong Kong Stock Exchange.
According to Mr John Wad-
sworth, the securities group’s

managing director, the move
reflected the firm’s rising com-
mitment to Hong Kong and the

region.

Chinese offer
Shanghai Outer Gaoqiao Free
Trade . Zone Development, a
property developer of China’s
first frbe-trade zone in Pndoug,.
Shanghai, will, raise an aggre-
gate TTCfgsniw with a combined
public offer arid share place-

ment, AP-DJ reports from
Hong Kong.
Shanghai Gaoqiao win issue

a total of 85m Class "B" shares,

or 23 per cent of Its enlarged

share capital. • -

Half of the new shares wffl

be sold by open subscription at

HK&.95 each, while the other

half will be reserved for pri-

vate placement at 38 VS cents

each.

Chinese "B‘ shares can only

be sold in Hong Kong after toe

registration of a prospectus.

Shanghai Gaoqiao is the first

Chinese company to be regis-

tered.

FM250m for KOP
KOP's 50-year subordinated
perpetual bond issue raised

FM259m. The loan is to be
indiyM in the Finnish bahts
Upper Tier 2 capital, Reuter
reports from Helsinki.

The bank said that toe bond
would boost Its capital ade-

quacy ratio by 0.2 percentage
points. At the end of April,
ROB’S capital adequacy ratio

was 9.2 per cent under BIS
rules.

*
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MARKET STATISTICS

FT/ISMA INTERNATIONAL BOND SERVICE
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RISES AND FALLS YESTERDAY

Brittah Raids..

Ottw FbcBd Interest—
Commer cial Industrial..

Financial & Property.
08 & Gas.
Plantations
Mines
Others

FVeee
58
14

252
125
14
0
65
23

Fails

5
O

248
121
22
0
14
70

Same
13
1

900
564
47
8
70
47

Totals. 541 481 1.640
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TRADITIONAL OPTIONS
• First Dealings Jme 28
• Last DeaOngs July 9
• Last Dedarations Sep. 30
• For sottterronl Oct 11

3-montfi caff rate indications an
shown fn SaTurntay edBfons.

Cafe hi ACT, Culver, Division, Fer-
ranti, Fleodech, Madera, MBwafl,
Owners Abroad, Premier Cornu,
Rainers, Scot Inv Trust, Wawrley
Mining Rn. and Wllshaw. Put In

Owners Abroad. Double In PMston.

FT-SE ACTUARIES INDICES

The PT-SE WO. FT-SE Idd ISO aud FT-SS Actnriss 3SQ indices sad the FT-SE A^Utaiaa
tiuliaUy Baskets ara calculated br Tbe laternadoual Stock te*s*un»yi af ttte Qdted Ktnahun
•nd Rcpuhllc or Itaaad Uauisd. e Tbs lauusrional stock Buftan«e of ttaa united K&tnfcttn
ad BapdfeUe belaud Umlted 1993. All ri«tiu resemed.

Ttat FT-ActuariM AD-Shaia Batex Is cairnintni bj The Flnauda] Times rinrft«r ingxw
tun «uh the Institute of Actuaries and (ho Faculty of o 9» AukU Itow
Umlletl 1883. An rights reserved.

Tba FT<SE 100, FT-SE lUd 250 aad FT-SE Actuaries 350 indices, the FT-SB Aetmfce
tndntry Heahwta and the FT-Actuarie* AUSbara Inrire an mrritwra of tfte FT-SE Aetmtes
3ha» Indices atstea which aw rwlnilalnl to icrcrrimuy with a staosuti set <4 anratt raka
stahlittiwl hv Ha fliandaJ Thaee Lhdted and Loudoo 9toefc farinnw l« —uk
the butltiin of Adasriea and lha Facaltj tf Aetnariea.
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Struggling European market hit by falling prices
.

ICI seeks restructure

of polyurethane industry

COMPANY NEWS; UK _ —
ge<j Results worse than expected after exceptional costs totalling £31m

[sevier Hartstone falls £9.9m into loss
Reed
Elsevier

buys French

publisher
By Peggy Hotnnger

By Paul Abrahams

IMPERIAL Chemical
Industries, the chemicals

group, is railing for a restruct-

uring of Europe's struggling

polyurethanes industry.

The company, which views

the sector as one of its core

businesses, said it was pre-

pared to participate in any
restructuring. The market is

struggling from a combination

of over-capacity, falling

demand and tumbling prices.

Mr Richard Stillwell, manag-

ing director of ICI polyure-

thanes, said: “If prices con-

tinue to fall, there will have to

.

be rationalisation. If we were
approached by someone we
might well be interested."

The European market will

have fallen between 5 per cent

and 6 per cent this year after

static growth in 1992, accord-

ing to ICL That compares with

growth of up to 7 per cent dur-

ing the late 1980s.

ICI said the polyurethane

sector's plight has been aggra-

vated by large slugs of new
capacity coming on stream.

The European industry has a

capacity of about is™ tonnes a

year, of which about 140,000

tonnes is excess.

Mr Stillwell said; “We would

like to build on our areas of

strengths. If anyone offered us

a component part of the MD1
market we might be inter-

ested." MDI (diisocyanato-di-

pheny1-methane) is a raw
material for polyurethanes.

ICI*s areas of strength

include supplying the automo-

tive, consumer appliance and-

footwear industry.

The industry must take some
imaginative steps, said Mr
StillwelL ICI might consider

doing an asset swap, even
though its polyurethanes
operations were not overbur-

dened with non-core activities.

Bayer, the German group,

has added a new production

Hnp at a plant in Spain, whose

65.000 tonnes capacity was only

partly offset by the closure ofa
small production line.

Meanwhile, BASF of Ger-

many has acquired an east

German plant, adding about

35.000 tonnes a year to capac-

ity, which it may have also

increased thanks to bottleneck-

ing. Dow of the US has also

bought a new plant with a

65.000 tonnes a year capacity.

Prices have fallen - depend-

ing on the particular grade -

by about 33 per emit over the

last lfl months from DM3.80 a
kilo to about DM2.60.

“I believe prices have
reached rock-bottom." said Mr
StillwelL “Although we are

making money in Europe,

break-even point has been
passed for most other produc-

ers if you include fixed costs.

At these prices I do not think

the industry can cover rein-

vestment or spending on the

environment"

fly Raymond Snoddy

Eastern Electricity at £183m
and lifts dividend by 15%
By David Lascelies,

Resources Editor

EASTERN Electricity
yesterday produced the largest

profits increase in the regional

electricity results season so far

with a 28 per cent rise at the

pre-tax leveL

It declined, however, to join

the dividend race which has
seen REC pay-outs soar.

The dividend increase of 15

per cent, bringing the total to

19J2p. was less than the 15.9

per cent set by Seeboard on
Tuesday, but still at the upper
end of the range.

Mr James Smith, chairman

and chief executive, said; “Our
operating strength has been
reflected in benefits to both
shareholders and customers.

“The value of our sharehold-

ers’ investment has increased,

while customers are benefiting

through competitive energy
prices and continuing improve-

ments in services.”

Pre-tax profits at the Ips-

wich-based company amounted
to £183.4m in the year to March

31, up from £143.lm. Turnover
was £1.92bn (£L88bn). Earnings
per share jumped 30 per cent,

from 3S-6P to 50.1p.

The gain came partly as a

result of an attack on costs;

1,100 jobs went during the

year, and 400 more are dne to

go this year, contributing to

cost savings of £20m a year.

There was also a sharp turn-

round in the electricity supply
business: last year's operating

loss of £9.7m was transformed
into a profit of £31.4m thanks

to a £i7m reduction in earlier

under-recovery of costs
because of regulatory controls.

The electricity distribution

business saw operating profit

fall from £175.9m in 1992 -

when it was boosted by £15m
of over-recovery - to £158.4m.
There was a net loss of Elm

on retailing activities, and the
loss on. contracting widened
from £2Jhn to £4Jhn because of

a poor market
A strong cash flow enabled

gearing to be reduced from 31
per cent to 17 per cent
Mr Smith said the dividend

increase was “warranted by
the profit stream” and was “a
statement of confidence in foe

future”. Dividend cover was
raised from 2J3 to 2.6 times.

Customers benefited from
frozen prices and a £5 energy
efficiency rebate in the year.

• COMMENT
Eastern used its strong results

to improve its low dividend
cover rather than set a new
pay-out record, which was pru-

dent, if disappointing for share-

holders. Analysts will be
looking for signs of fresh stra-

tegic direction as Mr Smith
hands over the chief executive

reins to his chosen successor

John Devaney. who inherits a
heavy agenda of cost-cutting

and structural work in loss-

making areas like retailing and
contracting. Although the mar-
ket pushed the shares up a few
pence on the result, they set-

tled back to close the day
unchanged at 472p on a pro-

spective yield of about 55 per
cent, dose to the sector aver-

age.

Abdullah brothers resign

Starmin executive positions
By Angus Foster

THE ABDULLAH brothers, who built up the
Evered aggregates company through acquisi-

tions in the 1980s, yesterday resigned their

executive positions at Starmin, the quarry
products company where they bought control

in 1989.

Starmin also announced it had delayed pub-
lishing its accounts for last year because the
board was reviewing its accounting policies. As
a result, the previously recommended final div-

idend of 0J2p would not now be paid.

The company’s shares fell 2p to 2%p.
Mr Osman Abdullah resigned as chief execu-

tive and has been replaced, on an acting basis,

by Mr Owen Rout, former chairman. Lord Par-
kinson, the former Tory cabinet minister who
joined the company in April last year, has been
appointed chairman immediately. Mr Raschid
Abdullah will remain on the board as a nonex-
ecutive director.

Mr Rout refused to comment on the details of
the review before it was completed. But he said
it covered technical matters. “There is no indi-

cation there is anything of a fraudulent, mal-

practise nature involved," he said.

The review is understood to have been
prompted by concern among some directors and
Samuel Montague, the company’s financial

advisers, about Stannin's acquisition account-

ing policy.

In a statement yesterday, the company said its

review would cover “the disclosure and
accounting treatment of various acquisitions

and disposals” made tn 1991 and 1992. Previ-

ously announced results for these years, which
showed a £1.9m pre-tax profit in 1991 and a loss

of £8.1m last year, may have to be restated.

The Abdullahs bought Into Starmin, then
called SI Group, in' 1989 following their depar-

ture from Evered, now called Evered Bardon.
The brothers launched a string of acquisitions,

including eight m 1991, largely financed by
three rights issues within two years.

But despite an initial rally, Stannin's shares
performed poorly and were overshadowed by
concern about the company’s acquisition strat-

egy and mounting worries about recession In
the construction industry.

Devro shares give 13.5%
premium on first day
By James Buxton

SHARES in Devro
International, which makes
sausage casings from the pro-

tein collagen, dosed at a 13.5
per cent premium on its first

day oF trading on the Stock
Exchange yesterday. The
shares, priced at 170p, went to
an early high of 198p before
closing at 193p.

The public offer for shares in
the company, a former subsid-
iary of Johnson and Johnson

which had been bought out by
its management, was sub-
scribed 4.6 times and involved

28m shares. A further 52m
shares were placed firm with
institutions.

Some 15m shares were
traded yesterday as small
investors sold their allocations

which had mostly been sharply

scaled down, and institutions
acquired more shares.

Devro said it was pleased
with the pnsnlum the shares
achieved

Clyde Blowers
rights to fund

acquisition
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Clyde Blowers, the specialist

engineer, is earning for £3.6m
partly to finance the acquisi-

tion of Boiler Products Engi-

neering, based near Brussels,

Belgium, from Stein Industrie

(France), a wholly owned sub-
sidiary of GEC Alsthom.
The total consideration,

including payment of debt to
its parent company, is about
£3m cash.
BPE designs, distributes and

services boiler cleaning equip-

ment. It made pre-tax profits

Of BFrl5.8m (£806,000) on
turnover of BFr229m in the
12 months to March' 31

1993.

At that date H had net assets

of BFr57^m.
The rights issue Of 800JXW

new ortttnaiy shares Is on the

basis of 4rfar-5 at 5Q0p each.

Yesterday the shares closed

37p down at 633p.

The issue is fnHy underwrit-

ten by Allied Provincial Secu-

rities.
,

fit addition to funding the

acquisition, proceeds from the
rights will be used to reduce

short-term borrowings and to

provide future working capi-

tal.

Clyde Blowers also forecast

profits of not less than
£182,000 pre-tax for the year to ,

August 31 anda final dividend
,

of 8p.

REED ELSEVIER, the

international publishing

group, has acquired more than

98 per eentof Editions Tech-

niques, the largest general

publisher in France, in a deal

worth £77m.
In May the company

announced an agreement
under which it would have at

|

least a controlling interest

Editions Techniques pub-

lishes Jails Classeurs and La
Semaine Juridique and the
acquisition is part of Reed
Elsevier’s strategy to extend

its professional publishing
interests In continental

Europe.
Apart from owning a leading

medical pubheation, Encyclo-

pedic Medico Chlrurgicale,

Editions Techniques holds a
controlling interest in Juris-

data, the legal database com-
pany, and a 40 per cent stake

in Litec, the legal book pub-

lishing company.
Mr Herman JBruggmk, direc-

tor of legal and medical pub-
lishing worldwide for Reed
Elsevier, will become chair-

man of Editions Techniques
from July 2.

Mr Bruggjmk said yesterday:

“We are creating a powerful

European base for our legal

publishing businesses by
acquiring Editions Tech-

,

nlqnes.”

Together with Butterworths,

Reed Elsevier's UK legal pub-
lisher, farther European
expansion is planned.

The merged Anglo-Dutch
group, owned by Seed Interna-

tional and Elsevier, is also

pushing ahead with its

planned $425m (£283m) pur-
chase of Official Airline

Guides from Price Water-
house, the joint administrator

of Maxwell Communication
Corporation.

HARTSTONE, the hosiery and
leather goods group which has

issued three profits warnings

in recent months, yesterday

stunned the City with £Slm
above the fine costs, forcing it

into pre-tax losses of £9iJ&n for

the year to March 3L
The results, which compared

with a profit of £22m last year,

were depressed by £LLSm in

rationalisation charges and
writedowns, and a further

£i8.7m In exceptional restruct-

uring costs. Before exception-

als there was a pre-tax profit of

£8.83m.

The shares fell 3p to 36p.

Analysts said yesterday it

was too early to determine the

longterm future of Hartstone,

built up by former Albert

Fisher chief Mr Stephen
Barker through a rapid series

of acquisitions. The group,
which had breached banking
covenants, was in refinancing

talks with bankers. Gearing
stood at 120 per cent and was
expected to rise further.

“The figures were a sham-
bles,’’ said one London analyst

"People were expecting a pre-

tax profit of almost £9m. To
come in at a loss of that fig-

ure . . . leaves one wondering
where it all will stop."

Most analysts said any
attempts at forecasts for the
current year would be futile

until talks with the banks
became clearer. Meanwhile,
the accounts would be pre-

pared on a going concern basis,

which depended on the success

of the discussions.

Mr Shaun Dowling, the non-

executive director who
replaced Mr Barker as execu-

tive chairman in May, was
harsh , on past management
They had purchased busi-

nesses “unwisely”, he said,

while some of the smaller

acquisitions had lost “signifi-

cant amounts of money", leav-

ing huge inter-company debts.

The board became aware of

difficulties in November, Mr
Dowling said, when the group
moved from quarterly to

monthly accounts. However,
trading continued to worsen,

and the group issued a profits

warning in March. Two
months and two further warn-

ings later, it was forecasting

profits of not less than £S.7m.

However, it had not become
dear until the board meeting
on Tuesday night that the

group would have to take
£18.7m in exceptional charges
for feather restructuring. Some
£6m of this would be paid in

fees to renegotiate financial

facilities. Closure costs were
estimated at £10.8m, with
£L8m in goodwill being written

off.

On the trading front, Mr
Dowling was cautious, but con-

fident Hartstone, be said, “has
profitable businesses capable

of further development". He
announced the appointment of

a new finance director to

improve reporting procedures,

Mr Stephen Oakley, formerly

of Macarthy, the pharmacies
group.

Group trading profits were
10 per emit down at £2L9m on
sales ahead 56 per cent to

Shaun Dowling (left) and Stephen Oakley: board became aware

of problems in November and three profitwarnings were Issued

£370.3m. A 67 per cent increase

in hosiery profits to £9.47m had
not been enough to offset the

34 per cent decline in leather

goods to £l2.4m.

Hartstone benefited from a

£6.7m gain on currency trans-

actions following the devalua-

tion of sterling.

There will not be a final divi-

dend, leaving the 2Jtp interim

as payment for the year (total

4i¥75p). Losses per share were
I2.4p (earnings 21.lp).

Mercedes contract for Lucas
By John Griffiths

AAH extends

over-the-counter

operations
AAH Holdings, the acquisitive

pharmaceuticals distribution

group, has extended its over-

the-counter operations with
the acquisition of MAS Toilet-

ries and the connected Beauty
Concessions - collectively

MSBC - for an initial £15.6m
'

in shares, cash and loan
notes.

MSBC is a wholesale and
retail distributor of toiletries,

cosmetics and other pharmacy
OTC products.

Edinburgh-based, It has “a
strong position in the Scottish

market and has been building

market share in the north of

England", said AAH.
In the year to June 30 1992,

MSBC's sales (adjusted for
inter-company transactions)
were £25m and are forecast to

he not less than £29m in the
current year.

Pre-tax profits in 1992 were
|

£900,000 and, on a pro forma
j

basis, ore warranted to be at

least £2.lm for the 12 months
to completion.

Of the initial £15.6m, the
&39m shares to be issued to

the vendors will be retained

for at least six months.
Further consideration of no

more than £lm In loan nates
will depend an the valuation

of assets at completion.

Net assets at June 30
1998 were not less than-
£4m.

LUCAS Industries, the UK
motor components and aero-

space group, has won its first

ever contract to simply diesel

fuel injection systems to Mer-
cedes-Benz, the German luxury
car maker.
The contract, described only

as of “substantial” value by
Lucas executives yesterday,
marks a new stage in the UK
group’s relations with Mer-
cedes.

Lucas has supplied other
components to the German
concern, but this is the first

time it has worked in a
long-term partnership with
Mercedes jointly to develop

new technology.
Engineers from Lucas’ Diesel

Systems subsidiary have been
working with Mercedes coun-
terparts for five years to
develop the electronicallycan-

trolled system, called EPIC,
which is being introduced on
Mercedes’ advanced, multi-
valve OM 604 diesel engine
fitted to its new C22Q car
range.

Analysts estimate that the

business initially should be
worth about £15m a year to

Lucas.

This is based on diesel ver-

sions being expected to
account for some 20 per cent of

tiienew c class cars’ hoped-for

250,000 annual sales, and a

likely value of approximately

£300 for the Lucas units.

However, analysts also

believe that the eventual value

of the business should be much
larger, as the system is

adopted for other Mercedes die-

sel models and by other manu-
facturers.

Lucas acknowledged yester-

day that it is talking to “sev-

eral other" car makers about
supplies of the new injection

system.

Lucas claims currently to
have 32 per cent of the existing

European market for diesel

fuel systems.

It said the new system is the
first to be designed specifically

for electronic control.

of Pilkington
By Maggie Urry

Scholl paying £14.5m for

French healthcare brand

Heron wins .

second

creditor vote
By Paid Taylor

SCHOLL, the UK-based
personal healthcare products
group, is paying FFrl25m
(£14.5m) cash to acquire the
Septivon antiseptic wash brand
from Elf SantHfi, the French
pharmaceutical group. -

The purchase of Septivon fits

Scholl's strategy of acquiring

niche personal health care
brands with strong market
positions which play to
Scholl's distribution strengths

in the western European and
Pacific basin markets.

Scholl, which reported pre-

tax profits of £16.Im on turn-

over of £15L3m last year, has
been pursuing growth through
brand development, acquisi-

tion and the liremfifrig ynd dis-

tribution of other leading
brands.
Last year the group acquired

the Scholl retail operations in

Canada from Sobering Plough
and Gerard House, the UK-
based herbal medicines busi-

ness.

Septivon was introduced in
1972 and Is one of France's
leading antiseptic washes with

a 17 per cent market share and
sales last year of FFr60-8m of

which FFr51.7m were in
France and the remainder in

Switzerland and a number of

former French territories. In
France one third of sales

were by prescription with
the remainder over-the-
counter.

The healthcare group
believes there is scope to
enhance the marketing and
growth of the Septivon brand
in France and to expand its

penetration in other markets,
through Scholl's International 1

distribution network.

Heron, the trading and
property group led by Mr Ger-
ald Ronson, won yesterday the
second of three creditor votes

on its £1.4bn debt restructur-

ing.

The directors said that of
those creditors voting at the

Hague meeting, 87 per cent by
value and 78 per cent by num-
ber accepted the resolutions
relating to Heron Interna-
tional Finance.

They added that the final

meeting will be held in the
Netherlands Antilles on Mon-
day July 5.

The restructuring cleared
its main hurdle in London
on Monday by votes of
more than 80 per cent by
value and 75 per cent by 1

number.
,

i

The minimum. required was
-75 per cent ahd 50 per ''cent

respectively.

PILKINGTON, the glass
company, gave Mr Roger Lev-

, erton, its new chief executive,

options to buy L08m shares at

107p under foe saner execu-

tives share option scheme.

Mr Leverton joined the
group on July 1 last year when
the share price was 123p. Yes-

terday the shares closed up
5*/»p at 127%p. He cannot exer-

cise the options for three years

from the date of grant
The accounts also show that

Sir Antony Pilkington, execu-

tive chairman, received
£347,318 In 1992-93, up from
E335J278. Mr Leverton received

between £230,000 and £235,000

for the nine months from his

appointment.'

Directors’ salaries are set in

April each year, and this year

no increases were awarded,
compared to a 4 per cent rise in

1992 and 7 per cent in 199L The
directors have not received any
performance bonuses for those

three years either.'

-A pension payment of
£215,000 was made to Mr Derek
Cook, who retired last year,

relating to his 8 year stint in

India in the 1970s.

Pay boost for

Thorn chairman

NEWS DIGEST

Losses

halved at

Seafleld

tration expenses, a substantial

part of which related to

restructuring.

Losses per share were 0-56p

(6.27p).

HALVED pre-tax losses .of

ELLlm, compared with £2?_4m,
were announced by Seafield,

the Dublin-based transport,
warehousing and property
group, for 1992.

The loss was mainly attribut-

able to a write-down in prop-
erty values of £&&n and £l.9m
of realised losses on the sale of

properties. Exceptional losses

last time amounted, to £19.5m.
Mr Brian Quiver, f-hatrnum.

said the property division had
been slimmed down and over
the -past three months- foe

group had been involved in
negotiations' for a restructur-

ing.

Turnover improved to £45.2m
(£22,8m)- Interest charges fell

to £4J6m (£&39m) as property
disposals allowed the group to

repay £17An of borrowings.
Losses per share were cut to

15-4p (3L9p).

Cassidy Brothers
Cassidy Brothers, the Black'
pool-based toymaker, saw pre-

tax profits drop from £695,521
to £457,217 over the 12 months
to April 30.

Mr Thomas Cassidy, chair-

man of this USM-traded group,
said the decline - recorded on
turnover ahead to £6.26m -

was attributable to many of
the group's customers de-stock-

ing in the pre-Christmas sea-
son in the face of recession.

Earnings emerged at 6,llp

(9.07p) but the recommended
-final dividend is held: at 1.65p

for a maintained total of 2.4p.

properties were now income
producing.
Rental Income totalled

£934,000 (£792,000 for 18
months). Losses were struck
after exceptional charges of
£504,000 (£1.63m). Losses 'per
share were 5Bp (23-lp).

sins Property’s share premium
account by £2.18m.

Sheafbank Property
Sheafhank Property Trust is to
defer payment of the half
yearly dividends, due today, on
both its 6 per cent cumulative
convertible preference shares
and its 5.25 per cent cumula-
tive preference shares.

Dwyer
There was little change in half
year results at Dwyer, the
Irish-based commercial prop-
erty investor, as losses an sales
masked a substantial improve-
ment in underlying perfor-
mance.

In the six months to March
31 net rents fell to £2.33m
(£2Jj9m) and that was exacer-
bated by losses on disposals of
£537,000. However, there were
substantial- > reductions in

administration costs and inter-

est payable to leave the pre-tax

loss at £729,000 (£731,000).

.
Losses per share came to

2B4p (2B5p).

Mount Charlotte
Mount Charlotte investments,
the hotels group, raised net
profit from £L5m to Efiim In
the year to December 27, after

a tax credit of fil.lm. Turnover
dipped from £226.lm to
£217.3m.
Mount Charlotte is 70 per

cent owned by Brierley Invest-

ments.

Sir Colin Southgate, chairman
of Thom EML saw his pay
increase from £419,749 to

£702,759 last year, according to

the music and rental group's

latest annual report

The package was made up of

basic salary of £460,000, up
from £407,500, approximately

£12,759 (£12,249) of benefits

In kind and £230,000 this

time of performance related

bonus.

Thom EMI has now changed
its performance related scheme
to include a larger element of

shares, rather than cash, and
to make it more closely tied

to long term continued
improvement, the company
said.

NW Water head

gets 35% rise

GE Cap/TTP Europe
General Electric Capital Corpo-
ration said that its recom-
mended offer for TIP Europe,
the transportation equipment
rental and leasing company,

- had been.accepted in respect of

159m shares, representing 9151
per cent of TIP Europe’s share
capital

The offer remains open until

3pm on July 14

Ferromet
In 1992 Ferromet Group
reduced its losses before tax

from £12.9m to £1.14m. And
extraordinary credits of £&99m
turned that into an overall

profit of ElSOsn.

Turnover came to £1^8m.
The loss arises from, admlnis-

Anglo St James
Anglo St James, the commer-
cial property developer, cut
pre-tax losses to £943,000 in
1992. against £2,72m for the
previous IS months.
Mr Jeffrey Green, chairman

said that virtually all group

Havelock Europa
Havelock Europa, the shopfit-

ting company, reported that

the High Court had confirmed

foe special resolution of foe
company passed on June 2 to

reduce the share premium
account by £223m.

Havelock said the redaction

would enable it to resume divi-

dend payments when appropri-

ate to do so.

• The High Court also

approved a reduction of Cus-

RTT Capital
Newmont Mining has filed a
registration statement with the
US Securities and Exchange
Commission in connection
with the proposed sale of
shares in Newmont by General
Oriental Investments and RIT
Capital Partners.

BIT Capital proposes to sell

1.16m shares in Newmont and
retain the balance of its hold-
ing of lm shares as part of its

investment portfolio.

North West Water, the

privatised UK utility; awarded
Mr Bob Thian. chief executive,

a 35 per cent increase in pay
and bonuses last year. Pre-tax

profits increased 7 per cent
during the period.

Mr Thian received total

remuneration. Including per-

formance pay and pensions
. contributions, of -£284,000. -Mr
Dennis Grove, the outgoing
chairman, saw Ms total pack-

age increase 44 per cent to

£267,000.

Mr Steve McAdam, who
resigned from his position as

finance director, received com-
pensation for loss of office of

£90,000. North West also

bought a property from him for

£240,000. The company said the

price had been certified by an
independent chartered sur-
veyor.

Price Waterhouse, the

accountancy firm, received

non-audit fees from North
West of £9-3m during the year.

The fees covered due diligence

work on acquisitions and gen-

eral consultancy work.
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Pearson
Pearson publish** newspapers, magazines and books, omm and nog day-
time family enteTtainmBmattrecdkm* provides oil services sound the wtuU,
has Snhatanrial iwwnlmwj banking and fo the faiipaftmm&flBa
and distributor of finebone china. Pearson owns most of ra businesses out-
right, twt also makes investments in comptemeutaiy businesses. Pearson
enaoiiUnfM Ml

i
1* — -J~IK if t nrp**-

Wve advantage, where it can market its products intanflttousijj’, and where
it can attract and motivate talented people.

FinancialTimss • RoyalDoolton Addison-Weslsy - Lazakd
Pencoin * Camco • Longman • Wkstmobtkr Pbsss Tcssadds Gsoot

Chargeurs
Chaxgeurs is a diversified industrial group which operates in textiles (Pioovost,

Han. Oiegni and cniflva'nuor.Hi (BSkyB, AlliedF3nnnakm, Qgfld. Pathgy

U also operates in smamobOe transportation (Walon), leisure cruises (Paqaet)

and protective surfacing (Novacd). The group is one of France’s tending
international companies, with 11X500 employees worldwide.

Financial HIgfaifgfatJ 1992 (FF millions)
Net sales 10.080
N« income 724
Capital expenditure 750
Net equity per outstanding share (FF) 1,119

AEGON
AEGON is a leading iatentatkmal insurance grocp, offering primary a full

range of life insurance and associated financial services. AEGON IS also

active in accident A health and general insurance. AEGON’s most impor-

tant markets are The Netherlands rad America. The European companies

are based in Belgium, Spain, Portugal. Hungary, and the United Kjogdom.
1992 revenues increased fay L23% lo NLG 15,321 million. Operating mcome
after taxes grew 20.1ft to NLG 784.7 miBioa. Taking into account the slock

dividend, operating income per share rose by 2.1% from NLG 7.74 to NLG

TheAEGON sham was split 2:1 in 1992.

BSN is the largest diversified food group in France, Tttly. Spain and Belgium.
It ranks third m Europe as a whole and ninth worldwide. It ia the world's

largest (Hodncer of dury products, and second Ingest producer of mineral
waterand biscuits. In Europe it ranks first in dairy products, mineral w*», bis-

oate.MMM and CQlK&naBtl, onAaeermH m p»*T«i. hewand giaot rrmtoinor*

1992Key Figarea (FFmOBoa) Averageeaaaalgrotvtfi 1987 - 1992

Consolidated sake 70^40 +13B
Net income 3j638 +18-6%
Cm* flow 7399 +17.M6

n
CL

Credit Lyonnais
06dit Lyonnais, with a histnay dating back, to 1863,became tbe largest nou-

Japancsebank in 1992 in terms of total assets,which exceed FRF L9 triDiou

(USD 345 bflliau), reflecting customer confidence.

Mae than just a nmilfauik»al bankpreaem in 80 countries, Credit Lyonnais

has rouaded out its unique networic trf3^00 offices in Eknope, indntfing 900
tmlxkk Prance, with the acquisition ofBFGBmk is Germany.
A» a mtivecol baskfog Group; Cridk Lyonnais operatesmaD tehnkag lines

ounBioa9,prav
wide with a con
neetk.

ipreheusivc mage of products and services suited to their

CS Holding

CS Holding isone of the woritfs leading financial seivioes groups. By buBd'
ino on our uimigtin we aro shaping an institution capable of h»m«tH»^ any
major financial transaction. WoriSwioe,we focus on wholesale and investment

faanWitfl
,
private banking tod asset management; whOe o Switzerland we

ihn have a strong positron in retail basking. Oar businesses are managed
independently muter theirown well-egtabteihed names, rivingthem the frec-

dom they need to compete effectively in the global marketplace.

This advertisement has been approved by Oroit Suisse, a member ofIMRQ,
SPA and the London Stock Exchange.

Credit Suisse

Credit Suisse is a subsidiary of CS Holding As a major full-service bank
based to Switzerland, Credit Suisse is one of the leading providers of finan-

cial services at both national and international level With over 80 bases

around die world. Credit Suisse is represented in all the main financial cen-

tres, indastrialiaed nations and markets with strong growth potential

At the end of 1992 Credit Suisse’s balance sheet total stood at $fr 173 bfllkm

(1991: Sfr 156 trillion). The annual profit for 1992 amounted to Sfr 857 mil-

lion (1991: Sfr 848 million).

Ctedit Suisse is a memberoflMRO, the SFA and the London Stock Exchange-

TELUS Corporation

TELUS Corporation is a leading Caaadtaa tetecomnUHncariooa and icfbr-

matioa management services company. Through its subsidiaries, TELUS

Cabtevision (UK) Limited, which pro-

vides joint cable TV-triophone service to several areas oonfawestofLondon.

&t Canada,AGTb the largestmemberofthe TELUS groop,providing wace,

video and d*f tekcoumnnucaffoBS services to the province of Alberta.

Another subsidiary, AGT Mobility supplies wireless mobile cooimnnica-

tioas, celtehtr, paging ana radio systems.

Bayerische Vereinsbank
For the third time in a row, Bayerische Vereinsbank showed strong earnings
growth. In 1992, partial operating profit rose by 25.6%, total operating prof-

5 even by 35.6%, enabling the bank to provide for all perceivable rides.The
Banks return on equityhas farther increased to aconnifaibteenenLDM 252
nuffionwere distributed to shareholders with a dividend ofDM 13 per share.
Veremsbank-Groap with total assets ofDM252 fan isamongGennan/i five

largest private banks and one a£ the biggest mortgage banking groups in

Europe. Tbe group has branches aD over Germany and is represenied m the

major financial and ecopcmic centres in Europe,p well as in the US, Japan.
Hoag Kong South Africa and the Middle East

Federal Mogul

Through a network of more than 70 warehouses around the world, Federal

Mogul's unique distribution system offers load avaOMlityofslow-moving

ooD-discrcnoQzry parts and a vast snay ofpan numbers. Hie mix of its man-

ufacturing and distribution capabilities give the $13 billion company a

competitive edge maerving both tbe iftwmarioet and the original equipment

market Federal Mogul shares nre tradedon the NewYorkrad Pacific stock

exchanges.

CANAL+
Created in 1984 to operate a pay-television service io France, CANAL* has
Kctw cwiAof iwbWc Iwp fiwitia nunjaniM hi l«» than ImyttS. It k enr-

rently France's leading television channel ia terms of both revenue and
profitability. In 1992, the company's revenues rose to FRF 7.9 billion, white

net income after minority interests reached FRF 1.1 bdliou.

CANAL* h»g »1<m qwyerffinyapnnwl ifr tn key foreign mart-aN and.

in terms of revenues, now rivals the U3.-based network HBO. long tbe

nncotuested leader in pay television.

Sandoz

thirds of sale* CtoBtoh f Eavlnmmari

giSSba^SsaeaigaK
International ACCOUafteg StBMfiTd3

-
-

TELEKURSAG, Zurich

TSJEKURS, based in Zorich, Swtoeriand, and mallm^or

for'fiaancial information distribution at the leading eSge*aftocbnology-

TELEKUES have er their disposal the world's most comprehensive aacarities

database. With Hs services there is ahaott iastaat across to aD relevant finan-

cial date from anywhere in the world.

TB1JBKURS expanded its business 1992; turnover. S6. 404 m3Uon, cash

Bow Sfr. 573 million.

Euroc Group
Tbe Swedish-baaed EurocGroup maunfactong nnneral-based huilding male-
rials and distributes building materials in gwvnl Euroc is organised into

sixboainea areas today: Cement International Cenwnt Sweden, Cbaaetc and
Aggregates, Masonry Products. Plasterboard sod Building Materials

P-mmirir^ fai tbe Norui Sea and Baltic Sea regions are important
growth markets for tbe Group. In 1992. Enroths earnings after net financial

items and nrtworhy sharesAMSmeA fnxn SBK 151 mH&ou bo ytHk. 129million,
primarily due to sotetanrial dedine in the construction marketN« financiai

expense was reduced considerably and the Group had a positivecash flow.
Despite the continuingweakmarket, Emoc expects to remain in profit and have

a positive cashflowm 1993.

Aurora Electronics, Inc.

Aurora Electronics, Inc. (AMEX: AUR) Is the world leader in the emerging

market tor eavironmentally-soand and secure recycling and recovety of inte-

grated circuits for the electronics industry. The Company reconditions and

markets both recyded and non-coufonning integrated circuits to over 1,500

cosKanm woddwkie. Aurora's goal is to build » wnrid-dasscompany that pro-

videsnamifoctnring and materials-rdated services to the electronic Industry.

FadHrics are in California and Scotland.

~nc 7WcAnnual Report Service is appearing on 29, 30June, 1,2July 1993

'
” “ " r"
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Rabobank

WBh total nets oEover $128 bfflkm the Dotth Rabobank Group ranks among

the top 40 banks In the world. la moat domestic market iectora, it is the

nation's primary bank with the largest market shares. Internationally the

Rabobank Group runs some SO offices in the USA, Latin America, Aria,

Australia and Europe. In addition to its own offices in Emope, the bank has

also opted to expand its services in a number of European states through a

scries of strategic alliances with other banks- International operations' share

in corporate leatfing grew to 20% in 1992. The Rabobank has a global ape-
W«li«rtii)n hi frmrf anil wg riluminr** onri ggri trade finance.

estabSsbed in 1948, u one of Indonesia's lending commercial

•listed banks it baa the largest network of all, with; of all, with

The Wharf (Holdings) limited

The Wharf (Holdings) Limited is an asset-growth driven conglomerate,

focused on strategic long-term investments in jroperty and infrastructure in

Hong Kong. Pen 1992, tnmover exceeded £365 mSErm and grocp profitwas

aver £170 nriffion. The Group's mvestareut portfolio stands at 7.8 mflUonfl*

and will reach 12-3 million ft* by 1998. Wharf is also involved in terminals,

transport, hotels and select investments in China. The group was recently

awarded Hong Kong's only cable television franchise.

British Gas pk
British Gas is an faitematkmri energy axnpany based in the UK- In 1992 as

turnoverwas £10 billion and opeaating profit bfllioo.lt has three horinea*

gpwmc,
taprimayacfiwtv ass UKga utility, offl and jmaexploniioniad

production, and global downstream gas operations, intonations! activities

are wide-ranging with BftP or downstream gas bfiaimwia maerests in cmreat-

ly 45 countries- Biittsb Gas is one of the fcw major companies involved hi aD

aspects of the gas chain 7 E&P, transmission, storage, Uqnefied natntal gu
(LNGXdstribntioa, gas trading, power generation and BrinralgaivehidBa.

Ciba-Geigy Limited

Worldwide turnoverwas up 6% in local Lmicnuc&. cxcewfing SPr. 22JJ00 mfl-

lion. Profits increased by 19% to SPr 1,520 miTtinn- leadership positions in

ourtoylksldjcare, ^pknftore and industrial markets strengthened. Active part-

Wmi immyiwMitwwtrwwl «Mi « fimiw ilntlnw on hinLigiwrf hnii imin, *nd

ftrrthwr streamlining of oar industrial businesses. Outlook: We expect far-

tier structural improvements in oar performance demote difficult enenud

cajdUiotiti.

First Western Corporation

Fits Western Gtxpantiaa(NASDAOFWOO) engages in the moapge bank-

ing business through ila wbofiy-owned sobskfiary, Express America Mortgage

Corporation (formerly Werav Mortgage Carp.). During the year ended

September 30, 1992 and the six months ended Match 31, 1993, Ffari Western

originated loans ofJ702 mflfinn and $13 billion respectively. The Company

services mottgage loans as well sa purchases and sefis die rights to service

loans. At March 3L. 1993, First Western serviced a S4 tnOioo loan portfolio. most corf competitive cable producer in In

BankInternational Indonesia

Today, Indonesia is in t very enriahte position, ft has astable gammuei*, and

abundant natural resources such as oQ, gold, timber; coal, etc. Modemhatioii

np the economy to foreign investment in a bigway.
Ratiir fHMmagonii Indonesia is one of the largest privately owned iwiw
nationwide. With controlled growth and a record of profitability, B1I has

grown to be a highly respected institution in both the commercial and
private sectors.

Ayala Land, Ini
ufing property developer bAyah Land, Inc, the leatfing property developer in the Philippines, was pub-

Edy Hated in 1991. It is ptmundy engagedm the development and sale of
large-scale, mnlti-nse and integrated communities, which began with the
aansfounstionof Makati, a Metro Manila suburb, from hectares ofraw land
into the Phffippims' premier financial and business district. Its product fines

consist of residential, office and indnstrial land; mixed-use shopping cen-
tres; high-rise buildings and townhonses; hotels; and even mass housing
projects. The company's net asset vahje as of 31 January 1992 was placed at

Ml baton or USS 23 billion. Its total market capitalisationiof about P5I
billion or USS L9 bfflloa makes it the largest listed Philippine property stock.

FT Indorama Synthetics

FT fodnrama Synthetics is the largest producer of textile raw materials in

Indonesia Established in 1974, the company presently has two divirions -

Spinning division manufacturing wide range of Spun Yams with capacity

of2L000tpa and Polymer divirion manufacturing 6(M)00 tpa of Polyester

Khnnent Yams, Polyester Fttre and Chips. The company is also die largest

exporter of blended yarns from Indonesia since 1986. The aales for 1992
woe USS 117 nriUkn and net profit USS 21.7 mflfion. Ihe total assets at

itoendafZ99ZsaaodmUSS300imlIiaa.Tbecainq»qyl withnmfkBtciqn-

taliaetion erf USS 365 million, is listed on the Jakarta Stock Exchange.

FT Inti Indorayon Utama

FT Inti Indoraycm Utama commenced Operations as a market milp producer

in early 1989. Tod /, it is Indonesia's biggest and one of Aria's largest pro-

ducers of market pulp. It is also one of the lowest cost pulp producers in the

owning? willbe substantially enhanced once these additions come onstream.

For the year coder review, operating profit was Rp 43.839 bOHon and net

income was 92J36 billion, an increase of6-5% and 32-4% respectively aver

ptev ions year.

Scatafliaani

atoronNorn
countries.

Statofl
rated Norwegian oQ company and rank* asthe lead

1 continental shelf. Operations an also pmsoed in

The group reported a profit before taxation ofNOK 11 bBttoa in 1992, as

againstNOK 12# bflbon the year before. Has reduction wasjpEhnarily dee
to tower prices inaH business areas, but increased ail production partly off-

set the market downturn.
Statofl is oramisedm four business areas - Exploration & Production. Natnral

Gss, Refining & Marketing and Petrochemicals A Plastics. Ithad jnst over

14JD00 employees at the end of last year.
'

-
' -
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VICORP Restaurants, Inc.

VICORP Restaurants, Inc. (NASDAQ: VRES), headquartered in Denver,
Cotaado, operates at franchises 408 mid-scale restaurants in 25 states with
major concentrations in Arizona, California, Florida, the Rocky Mountain
region and thernperNfidwcsL The Company operates its restaurants under the
names Hauers square and Village bm and n&ncbistt restaurants under me
Village Inn name. Use Cbmpmy also operates VTCOM, a bakery produc-
tion and food distribution division, as a support facility for its «*«»>««
drvBkms. VICOM produces fresh quality pies for the restaurants' use and
selective outside sale. Renames for 1992 totalled S41&1 miffioa.

GEAAG
The GEA Gram noons a sooeenfol financial year for 1992. The levd of
orders received atDM 2JL52 bn eoGcecded the previous veal's level (DMTear's lev

AnnafllJfcP
0*^?

§
.. 1,

‘‘'\y ‘ I

ElfSanofi
Serving the cause of Ufa through three synergistic business segments:
• Homan Healthcare (ethical pharmaceuticals, consumer health

Perfumes and Beamy Products
A tranmational company with a staffat40JQQ0 In more than lOPcoua-
tries around foe world.
Global market presonce amounting to neatly 43-5 bflKou French francs.

Please send me these Annual Reports: Tick bosses £jj

81 Rabobank 85 CSba-Gcigy Limited 89 Ayala Land, Inc.

82O Lippobank 86 Firat Western Corporation 90 PT Indorama Synthetics

83 The Wharf (Holdings) Limited 87 P.T. Kabelmetal Indonesia 91 FT Inti Indonytm Utama

84 British Gas pic 88 Bank International Indonesia 92 Statoil

Please indicate whether these reports are tor business or personal use:

For business use For personal use £3 Both

This service is free to readers ofthe Financial Tones .

PLEASEATTACH YOUR BUSINESS CARD OR WRITEYOURNAMEAND
’ ADDRESS IN THIS SPACE. PLEASE USE BLOCK CAPITALS.

93 VICORP Restaurants, Inc

94 GEAAG

95 Elf Sanofi

96 Roche

Which one ofthese best describes yourjob title or position ? ^r Please tickhere $you donot wish to receive ftrthermailingsJnm theFinancial Times

Chairman /President ChiefExecutive /Managing Director Director /Vice- President Fund / Investment Manager Headof Department Other Please specify..

Mail to: FT Annual Report Service, Dept 6000, P.O. Box 384, Sutton, Surrey, SMI 4XE United Kingdom to reach us no later than 30th September 1993.
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Speedy return
on RTZ’s move
into US coal

COMPANY NEWS: UK

By Kenneth Gooding,
Corresponded

RTZ CORPORATION, the
world s biggest mining group
has already sold the three gold
and silver mines it acquired in
February when it made a
$47Qm (£313m) move into the
US coal business with the
acquisition of Nerco, the floun*
dering natural resources com-
pany owned by PacifiCorp.

Ironically, the recent rise in
the gold price started by the
high-profile activities of Mr
George Soros and Sir James
Goldsmith helped to speed
RTZ’s disposals, which will
bring in at least $40m.
Also Nerco had decided to

dispose of its precious metals
mines before being acquired by
RTZ. In -1992 Nerco recorded
pre-tax provisions of $310,2m to
write down the assets to esti-
mated net realisable value and
to provide for disposal costs
and estimated operating losses
to the date of disposal.
Minorco. the Luxembourg-

quoted overseas investment
arm of the Anglo American
Corporation of South Africa, is

paying $2Im cash for Nerco’s
Pibes Peak Mining Company,
which owns 80 per cent of the
Cripple Creek mine in Colo-
rado. This mine last year pro-
duced 42,000 troy ounces of
gold and 12,000 ounces of silver

and has 1.4m ounces of gold in
its reserves.

Kinross Gold, a US company

formed from the merger of
Plexus Resources. CMP
Resources and 1021105 Ontario
Corporation, is paying $i6An
cash tor Nerco's DeLamar gold-
silver mine in south-west Idaho
and the Candelaria silver mine
in western Nevada.
DeLamar produced 38,000

ounces of gold and l.82m
ounces of silver last year.
Reserves include 787,000
ounces of gold and 17.5m
ounces of silver.

Mining operations at Cande-
laria were suspended in
November 1990 because its
reserves were almost
exhausted, but ore processing
continued and the mine pro-
duced 2.000 ounces of gold and
im ounces of silver lari: year.
The sale to Kinross also

includes the American Mine
gold prospect in California and
the Dunka Road base metal
mine in northern Minnesota.
Nerco has also agreed in

principle to sell its Con mine
in the Northwest Territories of
Canada to Red Lion Manage-
ment a Vancouver-based con-
glomerate.

No price has been revealed
so for for Con, a deep under-
ground gold mine which pro-

duced 120,000 ounces of the
metal last year and has more
than 1.1m ounces in reserves.

The sale includes 16,700 acres
of mineral interests around the
mine in the city of Yellowknife

of which only 12 per cent has
been explored.

NEWS DIGEST

Tobermory
distillery in

£lm sale
BURN STEWART. the
independent Scotch whisky
distiller, is to buy Ledaig malt
distillery at Tobermory, Isle of
Mull. The deal, expected to be
announced today, is estimated

at about £lm.
The distillery, at present

owned by Mr Stewart Jowett, a
Yorkshire businessman, will

give Burn Stewart the rights to

the Tobermory and Ledaig
brands as well as stocks of

maturing whisky.

The distillery has had a che-

quered history. It was estab-

lished in 1823 but was closed

from 1928 to 1972, when it was
owned by Distillers, and was
closed again for most of the

1980s.

British Polythene
British Polythene Industries

has purchased certain assets

foom the receiver of Puncbcraft

and its subsidiaries PC (Plas-

tics) and Porter Hopkins,

which are located at Working-

ton, Cumbria, for £625,000 cash.

In the years ended March 31

1991 and 1992 turnover of the

two companies was £5.5lm and

£5.36m respectively.

Last month Polythene pur-

chased the polythene sack

business of Crown Sacks &
Systems for £4.4m cash.

William Jacks
William Jacks, the motor

dealer, yesterday said that due

to insufficient distributable

reserves it would pass payment

on its 3.5 per cent cumulative

preference shares.

In April, the group
announced pre-tax losses of

£417,000 (£850.000) for the 12

months to eud-Janimry 1993.

Explaura
Explaura Holdings, the

USM-quoted company which

quarries limestone aggregates

in Newfoundland, showed an

increased loss of £2,37m for

1992, compared with £2.1im.

From turnover of £i-56m

(£1.92m) operating profit was

£517,000 (£263,000). A reduction

in costs and expenses was out-

weighed by an exception^

£774,000 bad debt arising cm

the cessation of New York dis-

tributorship. Losses per share

were 1.61p (l*66p)-

£300,000,000
Flouring Rate Notes

Due 1996

(SeConJSemS)

N.uice is hereby
l }

!i/‘: "

that the notes wdlbeftf

interest at ^
annum from June,

IW ro 30rh July, 1W.
Interest pay«Me •>« 30th

filly 1993 will 3™ *

i r"» 14 ncr £5.00° note
to UJ'i'l I*1

fen non
w £252-43 per £50,000

note.

Nilfl(«wUc

Inco. the principal share-

holder, continued to give assis-

tance. On the financial side it

hfl ri made available a facility of

up to $450,000 (£300,000) to con-

tinue operations. Royal Bank
of Canada agreed to defer pay-

ments of principal and interest

during the reorganisation.

Lister
Losses and special provisions

largely associated with the
restructuring of its furnishing

operations, meant losses at
Lister rose slightly, from
£2.78m to £2£m pre-tax, in the

year to March 27.

The company - which makes
a wide range of textile prod-

ucts and has interests in prop-

erty investment, engineering

and insurance broking - lifted

sales to £33,5m (£30.9m), but

poor trading conditions contin-

ued to hit margins.
Losses per share were V7.68p

(I7.ilp), while the dividend is

unchanged at Q.lp.

LIT
LIT Holdings, the marketing
services, investment and fund

management group, has
reached agreement for the dis-

posal of LIT America, its US
futures and options clearing

subsidiary. The purchaser is a
subsidiary of Spear Leeds and
Kellogg, a New York-based

securities firm.

Consideration is 57.7m

(£5. 13m) cash and an amount
of loan notes to he determined

by a formula following a post-

completion audit The present

estimate of the loan notes’ face

value is $16xn.

Corporate Services
Corporate Services, the

employment service concern,

has issued £325,000 interest

free convertible unsecured
loan stock 2000 to Renaissance

Holdings as part of the consid-

eration for Its purchase of

Argosy Employment in 1991.

Administrative receivers of

Renaissance are exercising the

right of conversion, and 203,125

shares will be issued.

TDG
Transport Development Group

is to close Translittoral, its

long distance trunking subsid-

iary based in Boulogne, at a

cost of PFrlOOm (£U.7m).

The action has been taken as

part of a programme to stem

heavy losses and the cost will

be home as a provision in the

results to June 30.

Fleming
Flagship Fund
SoctttB d'lnveads&emcnt

i CapitalVariable

45, niedcaSeals*

Li-2529 HowbU,

Grand Dttdiyoftiraaabflwrg

PH" fiiw^mboureNo. 08478

Noboe » hereby giwfl that iho

following dividend willbe pakir

FFF-FLEMING

STERLING ROND FUND

A dividend of SJSp per aharu

will be paid Mi 9 July 1993

ro shareholders of regiater oa

at die dose of buriruu on

30 June 1993-

Scottish

Equitable

Dutch deal

approved
By James Buxton,

Scottish Correspondent

THE DEAL under which
Aegon, the Dutch Insurance
group, will acquire control of
Scottish Equitable Life Assur-
ance Society took an impor-
tant step forward yesterday
when with-profits policy*
holders approved the transac-

tion.

The deal means that the
Edinburgh-based institution
will cease to be a mutual com*
pany.

At a special meeting the
change was approved by
29,885 policyholders, with
1,491 against
Only two policyholders

voiced serious opposition to
the deal, the largest demutu-
alisation by a British life com-
pany. Scottish Equitable said

it needs to make the change to

bring in new capital to con-
tinue expanding its nnit-
IInked business.

Under the deal Scottish
Equitable will transfer all its

business to a new company,
Scottish Equitable Pic, which
will be 100 par cent owned by
Aegon.
Aegon will inject £40m into

this company and also pay
£200m for an initial 40 per
cent stake in Scottish Equita-

ble Pic’s unit-linked and other

non with-profit business.

The with-profits fund will

remain for the sole benefit of

with-profits policy holders. A
voting trust is to be estab-

lished to give additional safe-

guards for the rights of all

policyholders.

At the meeting, Hr Colin
Fisher, a with-profits policy-

holder, moved the transaction

be adjourned far three months.
“This is a takeover [by

Aegon] from day one," he said.

He called for “proper scrutiny

of the strategy that led to this

position - only that can tell us
if the people sitting opposite

are the right people to be run-

ning the company.”
The motion to adjourn the

meeting was defeated by 197-

votes to eight.

City Site down
to £170,000
A cat of £300,000 in interest

charges enabled City Site

Estates, the property investor,

to recced a pre-tax profit of

£170,000 for the half year
ended March 31 1993, com-
pared with a previous
£199,000.

Rental income was again

£5.6m but property outgoing
more than doubled to
£518,000.

Earnings per share were ip,

against losses of 2p after pref-

erence dividends.

The company completed the
disposal of Stockley House,
London, for £26.6m, farther

reducing exposure to the cen-

tral London market, and sold

a Glasgow property for

£2.45m.
Part of the proceeds were

used to repay £6m of term
loan facility and to buy in

£5m of its first debenture
stock.

Belgian side

helps Wilshaw
A full year's contribution from
its Belgian subsidiary in the

distribution side helped Wil*

shaw lift pre-tax profits by 59

per cent.

For the year ended March 31

it produced £2.13m (£1.34m)

from turnover ahead 34 per

cent at £31.7m (£23.8m).

Earnings per share came to

1.58p (1.07p) and the final divi-

dend is 0.35p to make 0.5p

(0.4p).

The outlook for the current

year was encouraging on aH
fronts, directors said.

The distribution division

markets components for agri-

cultural equipment. It lifted

sales to £16Jtm (£10.3m) and
operating profit to £1.91m

(£993,000).

In specialist metals sales

were £Um <£9.03m) and prof-

its held at 0.07m, while braid-

ing products produced £4.46m

(£4.42m) and £393,000

(£365,000) respectively.

Extraordinaries

hit Cakebread
part of the reorganisation at

Cakebread Robey has been

completed with the sale on

Monday of its manufacturing

companies, Clark Hunt Albion

and Albion Design of Cam-

bridge, for £1 to a company

controlled byMM Group.

AH costs relating to the dis-

posals were taken to the

accounts for 1992, now pub-

lished, In extraordinary

charges of £4.45m.

Turnover fell 12.5 per cent

to £20m and the loss of £l.7m

before axceptionals wasalmost

unchanged.

Chinese show ‘incredible* interest in fossil-fired turbine generators

Power systems is GEC’s star performer
By Alan Cane

POWER SYSTEMS, GEC
Alsthom’s operations in power
generating equipment and
transport systems, was the star

performer among GEO'S princi-

pal businesses with an order

book up 24 per cent at £&lbn.
Profits rose from £i57m to

£l?4m, on sales of £3.1bn com-

pared with £2.8bn.

China. Taiwan and Germany
were among the countries

ordering fossil-fired turbine

generators. Lord Weinstock
said there had been “incredi-

ble" interest from China which
had yet to translate Into

orders.

Orders were won for com-
bined cycle gas turbine power
stations In Europe and Asia
including a 2.5Q0MW power
plant for Hong Kong and a
1.700MW station in the Nether-

lands.
Lord Weinstock said that

GEC Alsthom's order book for

rolling stock was now full for

the next three years. Main con-

tracts include 27 trains sets for

the planned Paris, Brussels,
Cologne and Amsterdam net-

work, and 139 night service

GEC
by territory of origin

Operating profits

Other

The £19m

Turnover

UK
£A354m

France
£8Sm

Total 1083s£ti95m
OtlwIrKjiidwAustraiaal^^areiAWca

coaches for the Channel tun-

nel.

The company managed to

achieve negative net assets of
£8lm on its power systems
business because of pre-pay-

ments received for large capi-

tal projects. Apparently low
margins achieved on such con-
tracts were misleading. Lord
Weinstock said, because of the

interest which could be
secured on the pre-payments.
However, both revenues and

profits fell in telecommunica-
tions as orders for System X

Other

V» E366m

Americas
£1 ,620m.

Rest of

Europe
£1,032m

Franco
£1,814m

Total 1993;£9yJ38m

equipment from BT fell off rap-

idly. Sales of £lbn and operat-

ing profits of £106m were
achieved, GEC said: “in trading
conditions characterised by
foiling volumes and prices."

The price GEC is able to
charge BT for an individual
ling has follen to less than a

quarter of its value in the late

1980s because of the growth of

miniaturisation and integrated

circuits.

A BT order valued at £579m,
principally software for
advanced applications, is the

key to GEC’s prediction of

modest growth in sales and
profits for the coming year.

First half sales and profits,

however, wlU be well down on
on 1962-93.

Operating net assets were

reduced by £l20m as greater

efficiencies are sought Lord
Weinstock warned that some
parts of the company were
beginning to invest In develop-

ments which would not reach

the market A review would be
conducted soon to identity and
cancel these developments: “It

is not a big Issue but 10 of

these projects can end up cost-

ing you £i00m a year" he said.

Electronic systems, compris-

ing principally the defence

businesses, showed an increase

in sales despite declining

defence expenditure in the US
and UK. Exports grew 38 per

cent to £862bn and the order

book advanced 9 per cent to a
record £4.9bn.

Operating profits came to

£2fi4m after reorganisation
costs and development expen-

diture on programmes for the

Eurofighter 2000, equipment
for the Merlin helicopter, the
US F22 fighter and an ln-fiight

1993 OPERATING
PROFITS AND TURNOVER

BY ACTIVITY

Operating

profit Em

Tomwer
Em

Electronic

systems 364 2.698

Power systems 174 3.135

Te)ecom3 106 1.012

Consumer goods 16 253

Electronic

metrology 19 413

Office equipment

& printing 32 314

Medical

equipment 39 568

Other* 45 1,039

Jnba-ectMty sales f134)

Total 695 9,298

’tXtMol BtKtmnk wmpenKta. Mat**m*-
nma and OsWMtoi A htfnfl Rjm®**lOrac*-
oti aquofe toxs- *we»:G£C

entertainment system for

United Airlines.

Other parts of the business

which performed well included

office equipment and printing,

achieved principally through
the reequipping and restruct-

uring of AB Dick, the US-bascd
office equipment supplier, and

strong growth at Videojct, a

world leader in continuous ink
jet printing.

Hardy Oil calls for £29m via rights issue
By Deborah Hargreaves

HARDY Oil and Gas has launched a
rights issue which will raise £29. 1m net

enabling it to acquire more producing
oil and gas fields and improve its cash
flow. The directors said the issue was
partly prompted by changes in North
Sea oil taxes.

Hardy is issuing 22m new shares on a
i-for-4 basis at I33p each. At yesterday's

close the shares fell 3p at Z59p.

“We want to bulk up our cash flow

and boost the profit and loss account

and the best way to do it is to buy

current production in the UK and over-

seas”, said Mr Peter Eiwes, chief execu-

tive.

Building up cash Sow will put the

company in better position to take on
the heavy costs of financing future field

development in the UK
Its share of development costs for the

Elgin and Banff fields could be as much
as £i20m, with work on Elgin expected

to begin in 1995 and Banff the following

year.

The proposed changes to Petroleum
Revenue Taxes will have a short-term

effect on the profit and loss account -

by removing a tax credit of nearly £7m
enjoyed last year.

The government's transitional relief

will reduce the impact on cash flow.

Mr Eiwes said the rights issue would
help the company cope with the change
in taxes in the next two years, after

which the reduced PRT rate will

make its stakes in producing Gelds,

such as the Forties, more
profitable.

Proceeds will be used to buy more
interests in the North Sea and possibly

the Wytcb Farm offshore development
near Bournemouth.

Hardy is also looking to increase its

position in Canada where oil production

costs are as low as $3 a barrel and buy
some exposure to the North American
gas market
These assets will generate cash flow

immediately which will help finance

future growth. The debt to equity ratio

was 44 pear cent at the end of March and
the rights issue will bring it down to 38
per cent

'

The rights has been underwritten by
Lazard Brothers and brokers are
Cazenove and Kleinwort Benson
Securities.

PRELIMINARY RESULTS

For year ended 31 March 1993 1902 %

OPERATING PROFIT £186. Im £ l 5 6 . 9 in + 19

PROFIT BEFORE TAX £183.4m £143.1iw + 28

earn ings pf.r shark 50. Ip 38. 6p + 30

DIVIDEND PER SHARE 19.2p 16.7p + 15

j Cost reductions in place to yield on-going savings of

£20m per year.

/ Prices frozen for 3 million customers. Each given a £5

efficiency bonus.

£ Additional £1im committed to meeting customer needs.

££54m capital invested in the distribution network.

£ One of the UK's leading independent gas suppliers.

ss The many significant steps we have taken over the past

year have provided the company with a very strong

foundation upon which to grow as we take measured steps

towards our goal of becoming a more broadly based

energy company. S DrJmu Stnitb, CLtnut and ChiefExecutive.

EASTER N
-ELECTRICITY

Cnpif. at ihc Annual ttrpon »l!l »ww lu ihairhnlikn in rmj July. .VMninwl uuy he •finuint from ihc Company Srvrcniy. Kuimi ftnanciiy plr, (VlwNrtil Park, Pil -W. HWinJ. Ip.<rirti. *ilfulii tl»»iMJ
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Weather havoc sends US
soya futures higher still

COMMODITIES AND AGRICULTURE

FS Reform brings fresh hope

I to Ghana’s cocoa farmers

By Laurie Mono m Chicago

RELENTLESS RAINS in' the

maize and soyabean-growing

regions of the US are wreaking

havoc on many grain farms

and trimming US harvest pros-

pects by the day.

Some desperate farmers are

attempting to seed soggy fields

by air, but others have aban-

doned the effort. Crops planted

after the beginning of July,

they said, would shrivel in the

late summer heat

The heaviest rainfall in 18

years has also stalled barge

traffic on 500 miles of the

upper Mississippi River, the

primary transporation corridor

for US grains headed for export

at the US Texas and Lousiana

golf. Rising water has impeded
navigation and lock operation.

Planting delays have sparked

the biggest soyabean rally in

four years at the Chicago
Board of Trade. Soyabeans for

harvest-time delivery rallied by

14 per cent from June 15 to a
high of $8^0% a bushel yester-

day.

Mr Wflliam Biedermann, vice

president of Allendale, an agri-

cultural research company,
expects soyabean prices to

reach $7 before the rally ebbs.

“We're forecasting fewer
planted acres and lower

yields," he said yesterday.

“There is no doubt the crop is

In trouble.”

The US Department of Agri-

culture planned to release its

latest survey of farmer's plant-

ing intentions yesterday after-

noon. But the survey, which
was conducted early in June,

will not reflect subsequent

planting delays and private

crop forecasters will trim 2m to

3m acres off the government’s

estimate to take account of

these. Last year the US har-

vested 55 million tonnes Of
soyabeans, nearly three times

the amount of the next biggest

producer, Brazil.

This year the US soya crop

could be as small as 50m
tonnes, Mr Biedermann said.

With rising exports and a
smaller crop, the margin

between supply and demand
could narrow to a dangerously
thin 65m. bushels (GO lb each),

or less than two week's supply,

he added. Uniting stocks In the

US have averaged 324m bush-

els over the last five years.

While TnaiTft planting is alsO

lagging, maize prlcss have not

exploded like those for soya-

beans. Healthy carryover

stocks from last year’s record

crop will cushion domestic and
export buyers from a smaller

crop, grain dealers say.

Mr Mike Espy, the US agri-

culture secretary, who yester-

day surveyed the four states

most affected by the rains, may
release federal disaster pay-

ments to the hardest-bit fann-

ers. Fifteen Iowa comities have
already been declared state

disaster areas.

LME says goodbye to sterling

By Kenneth Gooding,
Mining Correspondent

THE LONDON Metal Exchange
today ends a tradition dating

back 110 years. Copper, its

“flagship" contract, which
since 1883 has been quoted in

sterling during the twice-daily

open ontcry sessions in the

“ring” and in kerb (after

hours) trading, will instead be
quoted in US dollars.

Lead, quoted In sterling

since the contract was
launched in 1903. is also

switched to dollars.

Mr David King, LME chief

executive, said yesterday the

changes “reflect the needs and
wishes of our industrial clients

and our members."
All other long-running LME

contracts - for primary alu-

minium, nickel, tin and zinc -

have been changed in recent

years for the same reasons and
the latest, for aluminium alloy,

was launched as a dollar con-

tract

However, LME members pre-

viously had resolutely stood

out against changing the cop-

per and lead contracts even
though, most physical transac-

tions as well as pre-market and
inter-office business was con-

ducted in dollars. Some traders

claimed trading in sterling

often provided opportunities to

make extra profit from arbi-

trage and foreign exchange
transactions.

Minds were changed during
last November’s turmoil in cur-

rency markets, which resulted

in the UK’s withdrawal from
the European Community's
exchange rate mechanism.
Dealers complained that trad-

ing virtually ground to a halt

at that time because it was
impossible to convert sterling

prices into dollars on forward

contracts. When the LME held

a poll, 70 per cent voted in

favour of switching copper and
lead to dollars.

Mr Ring said that the
exchange had made arrange-
ments to provide a daily ster-

ling quote for copper and lead

contracts that still had some
time to run.

• The London Futures and
Options Exchange (Fox) today
changes its name back to Lon-
don Commodities Exchange .

(LCE).
I

Chinese coal export surge predicted
CHINESE COAL exports will

reach between 30m and 35m
tonnes a year by the year 2000,

according to a senior official in

China ’s coal industry, reports

Renter from Sun City, South
Africa.

Mr Hua Zugixi, deputy man-
aging director of China Coal

Import and Export Company,
gives the figures in a speech
prepared for delivery at an
international coal conference
here. He says exports reached
20.2m tonnes last year - 80 per

cent of it shipped to other
Asian countries - compared
with 6.44m tonnes in 1982.

“The fact that China has
been able to more than double
her exports in just one decade

reflects the competitiveness of

the Chinese coal industry
within the world market.” Mr
Hua says. “The improvement
of China's railway system and
port facilities remain the key
tasks for increasing cod
exports,” he adds.

He forecasts that China's
annual demand for coal will

reach lJ23bn tonnes by 1995

and 1.4bn tonnes by the end of

the century.
• Japanese steam coal
demand could more than dou-
ble by the year 2002, a senior

Japanese power company offi-

cial will tell the conference.

“It is estimated that demand
for steam coal for the electrical

industry will rise from the

present 31m tonnes, 25m
tonnes imported, to same 75m
tonnes in 2002 or a decade
later,” says Mr Kolchi Take
waka, fuel department director

at the Electric Power Develop-
ment Company. He adds that

the long-term, stable procure-

ment of imported coal has
became very important
• South African coal exports

could reach 77m tonnes annu-
ally by the year 2000, says Mr
David Kotze, director of energy

studies at the Rand Afrikaans

University in Johannesburg, in

his speech prepared for the
conference. He says exports
through the Richards Bay ter-

minal should grow to 53m
tonnes a year by 1995.

Leslie Crawford on prospects for the industry

following the demise of the state buying monopoly

GHANA'S LONGrsnfffer- They have been busy obtaining The new season, whicl

ing cocoa formers are bank loans to finance their began in nnd-Jtme, looks prom

looking forward to bet- start-up costs - fleets of lsing. The timely nuns that felGHANA’S LONGrsttfffer-

ing cocoa formers are

looking forward to bet-

ter prices and prompt payment

as private traders begin com-

peting for their crops this

month, ending the Ghana
Cocoa Board's monopoly of the

cocoa trade.

Although Cocobod, as the

board is known, will remain in

charge of cocoa exports, three

trebling companies have been

licensed to buy the crop at the

farm gate. Competition is

expected to be fierce, as Coco-

bod will pay a takeover fee of

54,000 cecQs (990) a tonne on
cocoa delivered to port.

The government last week
set the new producer price for

the 1993-94 season at C308.000 a

tonne, a 19.4 per cent increase

over the previous season. This

is expected to function as a
floor price, as competition
between traders may bid up
the amount offered to farmers.

Traders are also promising to

reimburse farmers quickly.

Under the old regime, produc-

ers often waited for months for

Cocobod to pay up.
The reforms have revived

the moribund co-operative

movement in Ghana. More
than 200,000 formers have com-
bined to form the Ghana Co
-operative Marketing Associa-

tion - one of the three compa-
nies to have won a trading
licence from the government
Co-operative's members are

both nervous and excited at

the challenges that lie ahead.

They have been busy obtaining

hank loans to finance their

start-up costs - fleets of

trucks, weighing scales and
tarpaulins to shelter their pur-

chases. They have also

approached aid agencies for

help.

“We will only know how
good the business is after the

first season,” says Mr Kojo
Danso-Mensah at the co-op’s

ramshackle offices above a

chicken forming outlet in the

heart of Accra. “But we are

promising our members a

bonus depending on how much
profit we make. Producers will

get their money as fast as we
can deliver the cocoa to port.”

The traders insist that com-
petition will not be at the

expense of quality, as Cocobod
wffl still oversee quality con-

trol at buying points.

Mr Osae Annoh, the co-op's

treasurer, says farmers have
also benafitted from the priva-

tisation of Cocobod’s unprofita-

ble forms. He and three col-

leagues bought a 200-hectare

(495-acre) estate from the gov-

ernment last year. “If you can
prove your knowledge and
interest in cocoa forming, you
can buy these forms at one-

tenth of their real value,” he
says. With more state forms up
for sale, Mr Annoh predicts

that “the cooperative move-
ment win get a new lease of

life with the governments pri-

vatisation programme”. He
planted ,20,000 cocoa seedlings

at the form last year.

The new season, which
began in mid-June, looiks prom-

ising. The timely rains that foil

between March and May have

led the government to forecast

production daring 1993-94 at

285400 tonnes, up from 275,000

tonnes in 1932-93. Nevertheless,

export revenues in 1993 are

projected toM to $28Qm from

$303m last year and over $500m
in 1986, when cocoa prices

were at their peak.

Mr KJ. Adjei-Maafo, head of

the cocoa policy unit at the

“Castle", the government seat

in Accra, says his main objec-

tive at a time of plummeting
cocoa prices is to maintain
farmers’ incomes, as 60 per

cent of the rural population
depend an this nasfr crop.

It has not been an easy task.

The Cocobod's bloated bureau-

cracy has been slashed from
100,000 employees to 46,000 and
another 20,000 jobs are to go
within the next five years.

“The lay-offs have not made
me a popular man, but they

were necessary to stave off the

collapse of the industry," Mr
Adjei-Maafo says. To trim costs

farther, Cocobod’s forms and
chocolate factories have been
privatised, and internal mar-
keting opened to private sector

competition.

In spite of these measures,
farmers are being paid only
about half of the international

market price for their crop.

Cocobod's marketing, process-

ing and agricultural extension
services consume the remain-

grfM

Farmers are beingpaid only about half the international price.

ing income. The government's

target is to put at least GO per

cent of cocoa’s market value

into formers’ pockets. And he
believes farmers are already
responding to higher prices

with better crop management
The average yield last season
increased by 44 per cent to 405

kg a hectare. This, however, is

still only half the level
achieved in the neighbouring
Ivory Coast, the world's big-

gest cocoa producer.

There are more worries for

Mr Adjei-Maafo. Ghana's
efforts to give its formers a bet-

ter deal have led to a great
deal of smuggling from the
Ivory Coast, whore the govern-

ment has slashed its cocoa pur-
rhaHinp prrtys (O rBiwin com-
petitive. The “contamination"

of Ghana’s premium quality

cocoa with its neighbour's infe-

rior stuff is viewed with under-
standable apprehension. Smug-
glers who are caught are being
charged with “economic sabo-

Study reveals wide range of UK farm earnings
By David Blackwell

THE TOP 25 per cent of arable
farms in East Anglia, the UK’s
main grain growing region,

earn 176 per cent more per
hectare than average farms in
the sarna area.

The latest government fig-

ures show that the average
East Anglian mmhtnahlfl crop-

ping form had a net income of

£131 a hectare and a gross mar-
gin of £592, according to a
report to be launched at the
Royal Agricultural Show this

weekend. The top forms earned
£362 a hectare on a gross mar-
gin £832.

The report - Competing in
Changing Markets - has been
put togetherby Adas, the form-
ing consultants and an execu-

tive agency of the Agriculture

Ministry. It describes the gap
between the high and average
earners in the arable sector as

“startling".

“We are seeing the introduc-

tion of more open market con-

UK.famt income
against food spondlng

Consumer spending
- os food in DmUK
—*—.(£20bn IflKQ-

Vtftw of agricuBwaf

20 -Otrtput
£M*a leash

108tf3 ;.es ..80 01 02
taw&Adra., _.. .

ditions in agriculture,” says Mr
David Hall, Adas marketing
director. This was beginning to

highlight the difference
between entrepeneurial and
traditional farmers.

“The entrepreneurs are con-

stantly looking for ways of
reducing costs and opening up
new opportunities for growth,”

says Mr HalL “Some formers
appear less willing to do so,
pjtiipr through complacency or
simply because they are happy
with a lower return.

“But it is not certain how
much longer they will be able
to earn a living from a lower
return," he warns.
On arable forms in the north

of the country average net
income per hectare was £92
while the top farms earned
£256, or 178 per cent more. In
the south the average was
£107, compared with £224 at
the top forms.
In the more controlled dairy

sector, the difference between
top. and average performers
was much narrower - between
8 and 13 per cent.

Mr Hall argues that in order
to survive, farmers wifi have to

develop their business ararmen

and adopt a more market-led

approach. “We are entering an
age of stiffening competition in
which the safety net of EC sup-

port is wearing thin, and the
market is becoming increas-

ingly global for UK Farming
pic."

UK producers should capital-

ise on their high standards of

hygiene, environmental friend-

liness and animal welfare, he
suggests. They should also
start to add value by process-

ing their production, and col-

laborate with others in market-
ing.

He points out that consum-
ers last year spent £70bn on
food, while UK agriculture’s

share was only £14bn. “There
is a massive opportunity for

our formers and growers - in

the UK market alone - to seize

a bigger share of consumer
spend by moving up the food

chain,” says Mr Hall

Competing in Changing Mar-
kets, 20 pages, free from Adas,
Oxford Spires, Kidlington,

Oxon 0X5 1NZ.

tage”, a crime punished by life

imprisonment,
Mr Adjei-Maafo is also bitter

about growing competition
from Asian producers such as
Malaysia, which has overtaken

Ghana as the third largest
exporter after toe Ivory Coast
and Brazfl. "Processing facto-

ries are learning to blend
Asian beans with our premium
produce, driving down prices

and quality,” he explains.'

The outlook, he says, is grim.
He does not see any improve-
ment in cocoa prices over toe
next decade. And the govern-
ment of Ghana, while not dis-

couraging cocoa formers, is not
encouraging them to expand
their forms either. The govern:
meat hopes some farmers may
be persuaded to switch to more
promising export crops, such

as pineapples. But the overrid-

ing importance of cocoa to toe
Ghanaian economy that

it will continue to depend on
the world’s taste for chocolate.

British Gas in

Polish oil

exploration deal
By Christopher BoWnsW
in Warsaw

BRITISH GAS and a
ShaltJiiTTffli ransrirtiiim are tO

be granted petroleum explora-

tion rights in Poland with talks

an a final agreement expected
to be completed in August, Pol-

ish officials have said.

The concessions are to be
granted under a tender opened
early last year and a new ten-

ds: covering in eastern Poland
is expected to be announced
following completion of the
present talks. The areas under
dismission are east of Gdansk
and west of Warsaw.
last October Amoco signed a

US$20m oil exploration agree-

ment for areas south-west of

Warsaw and south of Lublin in
the east This was followed this

week by an agreement to
spend US$10m over three years

drilling for methane in Silesia.

A
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WORLD COMMODITIES PRICES

MARKET REPORT
BASE METALS prices fed away
from the highs yesterday afternoon

on the London Metal Exchange,

although most were stall higher on
the day. Three months
ALUMINIUM retreated from a high

of $1 ,260 a tonne In after-hours

trading, with talk circulating that

other North American producers
did not intend to follow Alcoa's

lead and cut production. But the

price still ended $17 to the good
at $1 ,248 a tonne. Three months
COPPER consolidated above
$1 ,900 a tonne but could not
overcome resistance around $1 ,915

a tonne, the top of the recent

technical range, dealers said. The

London Markets

COCOA -LCI

Crode o8 {per Ixml FOB^ug)

Brant Bend (dated)

Brant Bend (Aug)

W.TJ (1 pm am)

315.29-5.33z -.185

31 7.38-7.40 -0.07

SI 7.63-7.83 -0.08

S1895-897Z -.135

00 products

(NWE prompt dsBvery per toons OIF

Premium Gasoflns S200-2C
Qee at 3188- It
Heavy Fuel Ol jeo-at

Naphtha *170-17

Petroleum Aiyus Estimates

Goto (per tray ozjJ)

Sfc*r (per tray az)f
PteBnum (per troy 02)

ftdtatfium (per tray os}

Capper (US Produced
Lead (US Produces)

Hn IKuaia Lumpur market]

Tta (New York)

anc (US Rime Western)

Catoe fta welahrt

Sheep Ohw MigHtr*
Pipe (tvs walgHft

London dafly sugar (raw)

London daily sugar (white)

Tate raid Lyle export price

Barter (B*W> Aw*
Matos (US No. 3 yatow]

Wheat (US Dark Northern}

RuW»r (Autff

»W*er(SertV
Rubber (KL RES No 1 Jut]

Coconut ol (PhBppmestS

Pam Ol (Uataytfenft

Oapra (PhapptnesJi

Soyabeans (US)

Cotton 'A* index

WoaHops (Ms Super)

5&50p -050
59JX)p -030

2079m *0.5

"*« *0
SWLOy ,29
5290X1 +5J)

eisixbt +i5
S7.1fc -0,15
Ssap

C a tome uriess otherwise suited p-pencOkn
C-Certstx Mtnggtt/ke. y-Jii/Sep. z-Aug-v-Sep/Oct
ihiul Hun x-AujyOd VLendon pfysted. SC1F Rot-
terdam. f Button market dose. m-Malayairai cetfe/
kg-fSheep prices an now Bus weight prices *

change tom a weak ago, provisional prices.

market’s strength has been helped

by lost production at Chuquicamata
and expectations of heavy
drawdowns in stocks. But dealers

warned that prices might head
lower again if there was no
stoppage at Kermecotfs Bingham
Canyon mine, where the labour

contract expired yesterday. The
July position on the London
COCOA futures market rose to

a peak of £736 a tonne In what
traders Interpreted as a bout of

short-covering ahead of first notice

day for deliveries against that

contract The September contract

dosed at £714 a tonne, up £6.

Compiled from Reuters

Ctoae Previous High/Low

JU 718 700 730 710

Sap 714 700 720 700

Dao 716 711 718 710
Mar 726 723 728 712
May 738 734 738 734

Juf 750 745 753 748

Sap 782 756 764 762

Dsc 780 774 783 780

Mar 797 783 805 802
May 812 805 814

Turnover 7500 (7328) Ms Of ID Umm
KCO Indtatfor prlcoa (SDRs par tame). My price

ter Jun SB 73451 (713-OP) 10 day avonga tar Jun
30 72220 (718.21)

SUGAR -LCS (8 psr toms)

wnaa Ctoae Previous Htgh/Low

Aug 277.00 272.70 27790 27290

Oct 26890 283.70 26090 26390
Dec 270.40 26&20 27040 28490

Mar 27050 263.70 27090 26490
May 27090 266.70 27090 26890

Aug 27490 288.70 27490

Oct 26890 262.70 26890

Ctoaa Prevtoua Htoh/Law

Jul 883 881 689 884
Sep 917 BIB 818 BIO
Nov 815 817 016 913

Jan 911 814 818 810

Mar 811 818 818 810

Ctosa Previous

AhraWflran, pretty (t par Mono)

Cash 1232-3 12049*9
3 months 1286-3 1228-89

Oappar, Qrada A. |E par tonne)

Cash 1273949 1242-4
3 months 1288-7 1250-7

Load (E par tenna)

Cash 258-69 268-0

3 months 268jjS 268-70

McfcalgpratomB)

Cash 5305-70 5350-5
3 months 5424-5 5*10-5

Tin [S per terra)

Cash 5078-85 5060-6
3 months 5130-5 5135-40

Ztac.8padra HlgiPreria (5 portrait

Caah 82B-7 1718-5-7-5

3 months 04*5-5 93596

LME Ctastafl E/S rats:

SPOT) 1.4835 3 months: 1.4838

1284
128871273

(Prices suppled by AmNgamffled Metal Tracing)

AM OtflcM Krah ctosa Opsn Interest

Total dsfly turnover 52/156 lota

122091
124394 1246-8 221,958 lots

ToM duty turnover gfrgBA lots

1284-4.5

1274-S-S 1288-7 227,484 loti

Total dafly Hanover -L485 lots

258-05
2B99-70 270-1 21,795 lots

Total daty Hanover S2S1 lots

8345-7
5406-10 5415-20 50,186 loto

Total daily tunovar 3.776 lots

5070-5
6125-30 5190-200 10.15B lota

Total daly turnover 8900 iota

HEATING OIL A2JOOO US pH*. cants/US
(

Latest Previous HfliWlow

Chicago

COCOA to tanrwcSAonnes

Qosa Previous MgfULow

SOYABEAICB 5^00 bu irtn; cantoTOU taunhsl

CtooS Previous HgtVLow

J*4 652/4 833/2 854M 638/0

Aup OSSA) 635« 857/4 84W4

Sap 666/2 634/8 688/D 64074

Nov 058/4 637/0 08074 84274

Jan 061/4 840/4 06374 04574

Mir 685/0 644/4 868/0 64870

May 886/0 040/2 888/0 849/0

SQXABSAH OIL BftOOQ lbs; oarfla/to

Ctoao Previous H&VLOW

0215
947/9404

8 morahe 1.4787 9 months: 1X703

Turnover 8080 (4002) loto of 6 tames
ICO bvacstor prtoss (US cants psr pounefl lor Jun 29
Comp. d*y 54JD3 (5444) 15 (toy range 54.71

PLOT)

Whhe 1471 (2295) Part*- WNta (FFr par ton):
Aug 1591.67 Oct 1547.80

POTATOU — U31 EAonne

Ctoae Previous HtfULow

Apr 889 869 87.0 859

Turnover 33 (34) lata of 20 tonnes.

KmUMAL-LCC E/tome

(Prtoss suppOsd by N M Hothscrtbfl

Gold (troy oz} S price EscpMsnt

Class 37&00-37&50
Opening 37&50-378SO
Morning fix 37&00 251926
AOemoon fix 37845 250430
Days hltfi 37950-38090
Days low 377.80-37890

Loco Ldn Mean Odd UncBng Rates (Vs 1133

1 month 249 8 months 290
2 months 290 12 months 292
3 months 290

crude an.,-K S/braral

Latest Previous Hghfljow

Aug 1793 1798 17.78 1792
Sap 1792 1794 1795 1792
Oct 1799 1892 18.13 1799
Nov 18.18 18.18 1823 18.16

Dec 1898 1895 1893 1898
IPE tadax 1795 1797

Close Previous Hgh/Low

15490
15490 15390

US eta acpriv

Turnover 0 (0) lob of 20 tomes.

SlO/Indax paint

Class Previous MgMjow

Tunaver 12731 (24002)

Ctoae Previous hflgh/Low

Jd 164.75 183.76 16590 10490
Aug 10695 165.75 166.75

Sup 167.75 15795 15890 167.75

Oct 170.75 17025 17195 17090
Nov 17390 17296 17390 17390

Deo 17625 17*90 17590 17590
Jan 17895 175.75 17890 17690

Turnover 14688 (7899) tals of 100 tomes

WOOL
Ths Austraflsn saBng uasan ended tost week
with ths marker Mtatoor at 444cA<g. seven
cents higher Bon at Uw and al the pmtout
weak, but tending to Gotten a traction at ths
doaa. The anal waste ot the waocn saw amril

and erractlo fluctuations but no resurTfillon of
ths strong rise winch led to Impnraemrafl Hi

Ouytog aaMty throughout (he todlratry to ths
and ol ApriL Hobdays and ths UKk of aueBon
test of and prtoss are Italy to man <fcJ and
stabe market In 9* forthcoming weeks.

Jul 1306 1328 1320 1306
Aug 1277 1269 1295 1277

Oct 1375 1385 1380 1375

Nov 1380 1402 1385 1380

Jan
BH

1382
1473

1415
1484

1400 1382

Turnover 280 (208)

CRAMS — LCS £/tome

Wheat Close Prevtoua H0VI9W

Sep 106.15 10690 10690

Nov 10795 10790 10790 10790
Jan 11033 11045 11095 11090

Ua 11290 11296 11295 11295
May 11496 11490 11490 11490

Spot 30390
3 months 30795
8 months 31220
12 months 32095

Krugerrand 37890461.50 25190-25390
Maple leaf 3069048846 -

New Sovereign 8090-9390 5990-8190

AtamMum (DOTH) Ctos Puts

Strika price S tonns Aug Oct Aug Oct

1175 72 88 10 18
1200 54 7B 17 20
1229 40 64 27 38

Hew York

COLD 100 troy ok S/troy ce.

Close Pnwtets UghAjw

JU 3784 3789 0 0
Aag 3789 3789 3819 378
Sep 300-2 3809 0 0
Oct 381.1 3814 3824 380
Dec 3829 3834 3849 382
Fob 3849 3849 3859 384
Apr 386-1 3864 3875 386
Jim 387.7 3889 3889 388
Aug 3889 8899 3909 390

PLATMUM 50 troy oc S/toy az.

Ctooe Ftosvtous High/Low

9 3869 384.7 3875 384
Oct 3889 3875 3895 387.

Jan 3899 3889 3809 388
Apr 8839 3889 3819 389,

atLVBt 6J)00 toy oc oana/tray az.

Cloei Previous Hgh/low

JU 4059 4569 4809 454.

Aug 457.1 4579 4599 4SB.

8sp 450-7 4089 4049 457.

DSC 463.7 4045 4609 462.

Jan 4649 485.1 0 0

Mar 4689 469.1 4729 468.

May 4719 472-7 4759 471.

JU 475.1 4789 4789 474.

Sep 47&7 4795 4839 470.

Dec 4849 4869 4879 484.

WON 8WAD6COPPBI 25900 tateoentoflbs

Close Prwrtoua Mgh/Low

Jli 880 874 880 876

Sep 903 900 BOB 865
Dec 831 930 939 026
Hv 867 060 062 063
May 877 080 0 0
JU 898 1001 1005 100S
Sep 1021 1024 0 0

Dec 1043 1048 1045 104S
Mar 1078 1078 1077 1077
May 1101 1104 0 0

COFFEE *13" 3790Uhec oents/bs

Close Ftevtoua FflgMuw

Jd 5990 5B9S 5996 6990
Sep 6195 6060 61^0 609$
Dec 63.70 6010 6390 6290
Mw 65.75 6690 6695 6S.40

May 6795 67.10 6790 6795
Jii 6895 8B95 6995 6990
Sep 7095 7090 7090 7090

Jul 2291 2398
Aug 2391 2Z96 MBS
Sep 2395 2393
Oa 24.10 23.10 24.10

Dec 2491 2393 2493
Jen 2440 23-42 2440
Met 2493 2393 2493
May 2495 2394 2495

SOYABEAN MEAL 100 tons; S/ton

Ckm Previous Mgh/Low

Jii 2039 1889 2049
Aug 2039 1089 2059
Sop 2039 19&4
oa 2039 1989 2059
Doc 205.1 1909 2079
Jan 204.7 1999 2069
Mar 203-7 199.1 2089
May 2039 1899 2059

A

Copper (dads A)

May Clow Previous MgMjow

Turnover; Wheat 42 (87), Beriay 0 (133).

Tranovra Iota of 100 Tomss.

WQ8-LCE (Cash Setflramrt) pritg

Ctoao Previous Hgh/Low

Jd 1089 1069 1099
Aug 1049 1039 1049
Sep 104.7 1049 1049

Ttmovnr 7 (DHota of 3950 tol

128 146 14 37

88 116 29 54

50 88 48 77

•

~3ep Mas Sep Naw

76 88 0 23
42 88 25 44

20 38 63 74

Cocoa Sep Deo Deo

TOO 32 91 18 SS

72S 20 38 SI 47
750 12 20 48 83

Brant Crade Aug Sep Aug Sep

1700 _ . 5 12

1730 38 - 11 33
1800 10 32 37 -

Jul 8690 8596 8690 8496
AW9 88.15 8590 0 0
Gap 6890 8590 88.70 8590
Oct 8890 0895 mac 8895
Nov 8695 8895 0 0
Dec 88.75

.
88v46 8890 6890

Jn 8090 8895 8090 8890
Feb .8890 anan 8690 8690
Mar 8790 .87.10 87.10 6630
Apr 87.10 8795 0 0

CRUDE OL OJgM 42JM0 US gafta 3/banel

Latest Prevtoua Mgh/Low

Aug 1894 1091 18.14 1893
Sep 10.18 1897 1938 19.10

Oa 18L40 1147 1097 1040
NOV 1090 1092 10.72 1898
Dec 1095 10.73 1893 1898
Jrai 1890 1092 1092 1090
Feb 1090 1998 1898 1890
Mar 1890 1893 1099 1990
Apr 2090 1897 20.10 2090
Uw 2090 2091 2098 2090

SWAP WORLD >11’ 112900 txK oantotoa

Ctoao Previous Hgh/Low

JU 898 B94 1095 852
~

Oct 10.45 1095 1046 10.10
Mar

.

1032 1090 1092 1095
May 1092 897 1092 109S
Jtfl 1018 898 10.18 897
Oct 10.10 894 1099 890

COTTON 50900; uanta/lhs

Qosa Previous Kgh/tow

JJ 5490 5490 5590 5490
Oct 6699 8077 57.70 5090
D80 5793 5692 6795 58.70
Mar 5895 5795 58.75 5790
May 58.75 5890 5890 5890
Jd 5890 59.10 5990 5990
Oct GOl2S 6090 6040 6090
ttoo 80.25 6090 6090 80JM

OHAHOe JUICE 15900 tos; cantoflbs

Ctoae Piwtoua Hgh/Uwr

Jii 12090 12090 12090 11820
Sap 10490 12425 12490 122.15
Nov 12690 12690 12790 12590
Jon 12890 128.10 12890 128.75
Mar 129.70 129.70 1289T 12690
May 13035 13195 13030 12990
JU 13035 13195 0 0
Sep 12896 13195 0 0
NW 12890 13195 0 0

—ARE 5900 bu min; craflagOto bushel

Ctoao Prevtoua MgMjow

Jii 222/S 217/e 22449
Sep 229ft) 224/4 231/0
Dec 238/2 233/4 238/8
Mar 249ft) 2408 2404
Mqr 24SVB 245/4 261/D

WHEAT 5900 bu nfln; cantaTBOMMM

Ctoaa Prevtoua Ktfl/Uw

Jii 286/0 270/2 288/D
Sep 287/2 264/4 282/D
Ow 298/8 285ft) 302/2
Mar 304/4 301/0 307/3
May 304/4 30041 306ft)

LIVE CATTLE 40000 to* centoAs

RBJTBia fBaagOeptonflwr 18 1831 =. 100)

Jun 30 Jun 29 mnth apo yr ago

16S09 1687-3 16669 1556.1

DOW J0WE8 (Basse Deg 31 1fl74 100
Jun 29 Jm 28 mnlh ago yr ago

Sp« 120.13 12053 12098 mxb
Future* 11890 12024 T2ijj7 12029

was ragh/Low

Aug 75950 74.72E 75.100
Oct 75.123 74.700 75950
Dao 75960 75.123 75.700

Feb 73950 74975 7S428
Apr 76960 78.160 78975
Jut 73960 73925 73900

LWE HOPS 40900 taoentote

Cfaaa Ftevtoua tflgh/Low

47950 47975 47JKW
Aug . 44900 44975 4S230
Oct 40900 40300 40.72H
Dae 40960 40-580 41900
Fab 41200 40950 41900
Apr 40260 30975 40200
Jun 48.100 4ya 40.100

POHKBELUE8 40900 fca; carta/to

Ckrat Previous HghiLow

M 32900 32950 33,400
Aug 32975 31975 32S00
Fflb 39975 38950 38J0D
Mar 38.150 38900
Mqr 38900



_gjNANClAI. TIMER
r|

.

iC3®

• Sj; v’^J;

\
.r.~ _

J;

* ;-5

:•->. - >.r

-%•^
-V .•*+-.“ ^

r

-~z. •]
J-®

5=^5JL

i

. si

s'"

V
;V

<1

,v

X
X

33

By-Steve Thompson

tratHug session of
the half-year saw UK equities
stage a strong late move toregwa the 2,900-level on the
FT-SE 100 index, shrugging off

;. the effects of what was initially
seen as. a disappointjngTut-

latest Sit auction.
.^The catalyst for the recovery
m equities was the announce*
ffient in tiie early afternoon of

. Hanson’s acquisition for ©j&n
of Quantum Chemical, the US
polyethylene manufacturer
and the subsequent rally in
gfltedged stocks after the mar-
ket had time to rethink its
views of the gilt auction.

In Germany the Bundesbank
lowered its repurchase rate
from 7.59 per cent to 7.58 per
cent, a move which did noth-
ing to dispel market hopes that
a reduction in Germany's key
discount and Lombard interest
rates could be on the cards
today when the Bundesbank’s
Policy making council meets in
Leipzig

Senior dealers in London
said the faltering recovery in
the US and the French unem-
ployment figures pointed to
further reductions in interna-
tional interest rates. “Even if
the Germans don't cut tomor-
row, they will before July is
out," said one trader.
The FT-SE 100 opened

around two points easier,
unsettled by Wall Street's over-
night decline, but quickly

rise sees Footsie close at 2,900
territory

Awing the first hour of trading

PrS^S* “ murn ia toe
* i-SE future and the appear-
ance of some keen buying

*** leaders
. notablym the financial sectors.

However, news that the
record £3~25bn gilts auction
was subscribed for only n

against expectations of
L5 to 2 times, undermined con-
fidence in gilts which came

under pressure before staging
a good rally.

Only marginally higher over
the lunchtime period, the
FT-SE 100 moved into over-
drive when the Hanson acqui-
sition news was announced.
The index settled 14.0 up at
exactly 2,900 at the close, eas-
ily outpacing the more slug-
gish FT-SE Mid-250 index,
although the latter kept up its

good run. ending the day 6.6

higher at a peak 3,235.7. Turn-
over in equities totalled 550.4m

shares, marginally down on
Tuesday’s level. After dipping

below the £lbn on Monday, the

value of customer business in

the market increased to £l.lbn

on Tuesday, according to Stock

Exchange figures.

The market’s latest new-
comer, Devro International,

staged a sizzling debut, at one
point racing up to a 26p pre-
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price before easing back.

Bank shares raced higher,

led by Barclays after a joint

research document prepared
by Robert Flemings and Dun
and Bradstreet focused on the

63 per cent proportion of Bar-

clays’ property book in the
South East.

TSB moved higher amid
dubious stories that the bank's

Hill Samuel merchant bank
was about to be sold for £780m.
Standard Chartered stood out
as a lone poor performer in the
banks, following rumours that

Lloyds may be about to unload
its 4].68 per cent stake, acquired
during its unsuccessful take-

over bid for standard in the

1980’S.

Traders adopted a much
more bullish view of UK equi-
ties following the Hanson deal,

which it was said transformed
the mood of the market “Han-
son set the tone and moving
into the third quarter we
expect more support from the
Institutions," .said a senior
marketmaker at a leading UK
house.

Account Dealing Dates
Fto 0*anrpr.

Jun 21 ii 5 Jut 19
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Account Dwr
Jut 12 Jit 26 Aug 9
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Hanson
wanted on
US deal
TURNOVER in Hanson jumped
to 21m after the market was
enlivened by the news that the
international conglomerate Is

to acquire Quantum Chemical,
the US Polyethylene and indus-
trial chemicals group, in an
agreed S32bn deal.

Excited market watchers
said the move may be the first

signs of the return of big cor-

porate deals after a four year
absence. Hanson shares, which
had eased to 222p just before

the mid-afternoon announce-
ment, closed 4 ahead at 227p.

Hanson is paying Quantum
share holders by issuing 42m
American Depositary
ReceiptsfADRs) and will -also

assume $3L5bn of debt, to be
refinanced at lower levels. It

later indicated it would be

malting a saving of $l25m in

the first year.

Analysts said the issuing of

ADR's will raise the level of US
holdings in Hanson to around

27 per cent The company has
indicated it would Hke to see

that level at around 50 per

cent, as the US contributes

around half of the group’s
Minings .

Mr Zafar Khan at Strauss

Turnbull said: “This is a very

good deal as Hanson has man-
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Loan 3ttpc. OTHW RXQ3 INTEHEST (0)

87te» ItMpC ’19. LWCfc 13V** D6. L’pool

3%pe. LCC 3pc *20. im. VteterSpc. M--**
Ante 3»pc H. Do 4WPC U4. UM. ***»- 16VtpC

-06. AMmCAHS O) Low's. Tsnneco. 1M*1poa

CANAEUNS 0 Amor, tort** Echo Bay.

BANKS n Brtdairt. Dal KH. tlaffto
BREWS1S 6*J F&tr SIA Gotaww. HUfynd.

IHUH Oart. BUJQ iWOS (2) Twfc Perth*.

unb*H*.BUsattsBmqiGs.
SBUteusnl. CHE6B (T) OTP. aXCIlUCrTY
ftjpowa^e^rniowCTWAa^
BewSMUte KBtetn SysL. TSLVW «0«N
HfgSSirtw. toitoiiyBjKpcg^aff. .

StertnaMl Vans*. FOOD MAM® (Q C*irt

BETAUMO 01 *w-healt«
4 MSEHOUJ (l> Amsrtten. NOTOOS
CD MaoiokL Gsvoy, MCE BROKERS pt

Hoao. -IB. Uoyd Thompson. L»riM unwrt.
wSbCwiwm. TN8C8 COMPOSITE Wton.
Acdto< «W TWSrsM A«to to Ooirt

Wrt, AWnrt PfM. to PI-. AUmt SKL.

Srttara In*. Bony Sw^w*. Cortl Attete

VVh, Bate Rm<j. ConUnentat Fhij. Bwfl.

fbfftn, j^mO. En«prt»». Gwtmoro
siy

WNL. M 4 C C8P
:
,M» GSic.

UlB. Do Rofcfl. Ute- Mrt«8 SWrtL MarttolU

ktoankm Wmr/ Ert«fprt» >*»Tay

Mtem.fi. No44 F«nBa« 6KfPC 10, N^AUanBc

So*. CoV*. cum 7MTOH Owtote-WA.
Pwtoon Wto. Scot my. ys, Syy*1 Cw*~
StiMW. TR PHC0C, TB Tech. Lto.
Twrytaton Erma. Mm.

Dwf tat. Throgmorton 7000 Si*. CoJ. Tor

Cn, warwib & itoe. Yeomen -eip P.

Soul TV. lister TV. Wefcncugno. Yorw.

WJMTL 8
Oottliwe. i«SCW BuebW To/s. toto
toSTworteln.
Hanlya. Lbk,IxM •K®^sS™bi

TOw. Lend See.. 9W(H avspcPt. BfCtVB

L GoUsmBW. Mom
1 HtMng ftoertX KMCKnOIK
totem, MBCS (17).

SSEWCW^Wooteo^BLOOaA^

Pt HEAtre awttoTMW
Mwcare. WVTBUOT60 &* **."?*

MTLFamriNQ PI

PI ComwS
QAS B3

A

Scot to-Sunrtrt-P^

la^Bawar-

m

aged to buy Quantum at the
bottom of the cycle and there
should be big gains with the
recovery in its markets. What
is more, Hanson has the bal-

ance sheet to deal with the
huge debt that comes with the
acquisition."

Financials firm
Financial stocks in both the

banks and insurance sectors

underpinned the rise in the

market yesterday.

In banks, whose reporting
season kicks off later this

month, it was a bullish joint

note from Robert Fleming and
Dun & Bradstreet that fuelled

the rise in Barclays. Both bro-

kers pointed out that the bank
had the biggest exposure to the

UK property sector and it was
a likely beneficiary from its

expected recovery. The shares

gained 11 to 483p, in thin trade

of 2.1m.

Speculation that Lloyds was
about to off-load its 4.66 per
cent stake in Standard Char-

tered helped the former harden

10 to 580p, and the latter to

relinquish 5 to 778p. Renewed
talk that TSB had at last found
a buyer for Hill Samuel, its

merchant banking arm, helped

it gam 2 to 195p.

In insurance stocks, most of

the day’s main action centred

around the composite insurers.

The biggest rise was in Gen-
eral Accident where the shares

jumped 19 to 623p, after two
leading brokers visited the

group's US operations, coming
away with a very positive pic-

ture.

The appointment of Mr John
Carter as the new chief execu-

tive of Commercial Union
cheered the market and the

shares advanced 14 to 615p,

with a slight squeeze having

played a part in the rise. Also

firm was Royal Insurance
Holdings where the shares
closed 5 better at 315p. while

Son Alliance put on 6 to 357p.

Devro surges
Sausage casing manufac-

turer Devro International

came to the market at 17Op and
immediately went to a hefty

premium on strong institu-

tional business. One salesman
said: “It's been nothing but

buyers for most of the day.

There are still a lot of unsatisf-

ied investors out there.”

With Ihe initial placing over

three times oversubscribed, the

pent up demand pushed the

trading range to the 195-2Q0p

level, although profit-taking

took the shine off the rise

towards the end of the session

The shares closed at 193p, a

first-day premium of 23, with a

hefty 30m traded.

However, food manufactur-

ing analysts were optimistic

that Devro would retain its

present levels, possibly with

some upside to come. Mr Tim

Potter at Smith New Court

said: “Most investors have

bought into Devro on a

long-term basis. This is a qual-

ity stock with good prospects."

While the recovery at Rai-

ners continued, with losses

dropping sharply in its results

yesterday, stores specialists

continued to be gloomy over

EQUITY FUTURES AMD OPTIONS TRADING

GILTS held the key to the

fortunes of the stock^
futures with a lacklustre stert

to trading ahead of the gut

auction resnlts, Chnstine

BucHey writes.

The announcement that me

-auction was only 1.1

oversubscribed against a ma^

het expectation of times

L —nerved some investor an®

i September contract fell to

2^00 its low of the day, its

recent resistance level.

September followed the

recovery in the gilts and was

aided by technical support

There were few other point-

ers for a market which man-

aged a volume of only $,640

contracts. Some of its buoy-

ancy was attributed to window

dressing at the end of the sec-

ond quarter.
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bustessantbvenatt tumouar

the prospects for investors.

However, there was still plenty

of small speculative investors

betting on a limited recovery
for the jewellery group to
ensure the shares closed 3‘a up
at 35’Ap with a hefty 19m
traded.

While Ratners, which also

announced it was changing its

name, was insisting privately

yesterday that it would break
even this year, few analysts
were confident enough to

change their profit forecasts

and most stayed around the

£10m deficit level

A Japanese press report that

Tokyo was poised to slash
whikky duties sent Guinness
shares sharply forward. How-
ever, although government
sources were said to have
partly confirmed the story, the

cuts are likely to have negligi'

ble bearing on Guinness’ reve-

nues. The realisation took the

wind out of the shares advance
and they closed 6 ahead at

47lp, after 475p.

The market was disap-

pointed with the £86m Allied

Lyons received lor the sale of

its Chateau Latour wine sub-

sidiary, a figure of £100m hav-

ing long been mooted. Allied

shares slipped 8 to 537p.

Forte continued its strong

recovery, adding 5 to 227p,

amid talk of a presentation at

SG Warburg, the merchant
bank. Ladbroke gained S'A to

185p.

After buying a near-15 per
cent stake in LWT on Tuesday,
Granada opened weakly, drop-

ping 10 at the outset However,
favourable press and broker

comment helped the shares to

recover during the day and the

they dosed a penny firmer at

418p.

Calm returned to the televi-

sion stocks after the previous

day's flurry of buying. LWT
convertible preference shares

held on to their 466p level after

the company announced that

Mercury Asset Management
was one of the previous day’s

sellers to Granada.
The sector’s star performer

was Scottish Television which
enjoyed a rise of 21 to 545p.

A solid set of results from
GEC left tiie market largely

unmoved, although prompted a
round of modest upgrades. The
shares edged forward a penny
to 339%p.
Tuesday's announcement of

the discount for individual sub-

scribers to BT3 together with

the start of the institutional

round of presentations ensured

British Telecom stayed in posi-

tive territory. The shares rose

5V*. to 428‘Ap.

British Steel continued to be
weakened by concerns about
overcapacity in European steel.

The shares gave up 3 to 95p, in
trade of 6m with NatWest
Securities reported to have
been among the day’s main
seller of the stock. Further
hcgies of an increased offer for

bid target Securiguard saw the

shares harden 2 to 315p. Its

predator Rentakil edged a
penny forward to 204p.

Rumours of a downgrade In

Boots left the shares 4 adrift at

442p.

Results from Eastern Elec-

tric sent the shares forward,

although they later faded to

close unchanged at 472p. A
stock overhang was said to

have hindered Scottish Hydro,

off 5 at 336p.

Healthcare group Amersbam
Internationa] climbed 10 to

798p, with Credit Lyonnais
Laing issuing a strong buy
recommendation on what it

sees as Improved margins.

Stannin, the quarry products

group, feD a penny to 2%p after

the company's annual report

was deferred and the chief

executive Mr Osman Abdullah
quit.

A negative stance by SG
Warburg on Coats Viyella sent
the price down 4 to 243p. Ana-
lyst Mr Laurence Rubin: ‘'We
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Faint hopes of interest rate

cut hopes rose to the surface

on the thinking that if gilt

auctions attract fewer buyers

the government may have to

stimulate interest with a rate

cut.

The index hit its high Of

2,922 just after Wall Street

opened with sellers pushing it

down slightly In late trading

to a finish of 2,917- As in the

previous day’s trade It mus-

tered a dose of 6 points ahead

of its fair value premium to

cash of 11 points.

Hanson performed well in

traded options on news of its

acquisition of Quantum Chem-
ical with 6,589 lots traded >

well ahead of the Euro-FT-SE

which saw 3,357 lots change
hands. Total turnover was
32,381-

thought Coats had probably
run a bit too far although there

is nothing fundamentally
wrong.** The broker advised a
switch into Conrtaulds, which
closed a penny lighter at 538p.

Yield considerations
strengthened some property
companies with a buy pro-

gramme also boosting share
prices. Slough Estates moved
ahead 10 to 215p and Land
Securities rose 7 to 597p.

Ascot Holdings returned to

trading after suspension - fin-

ishing the day at 6Vip after its

pre-suspension level of

16V*p.

MARKET REPORTERS:
Joel IQbazo,

Christopher Price,

Christine Buckley.
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CROSSWORD
No.8,190 Set by VIXEN

ACROSS
1 Thought to tip the perfec-

tionist (8)

5 Make up for disappointing
spread

9 Dressing salmon for dinner?
(4-4)

10 Learners turning in error
(4-2)

11 Report of new oriental com-
bine (8)

12 The man's going round skin
centres (6)

14 History teacher, a person of
real ability (4,6)

18 Malaise giving rise to some
resentment (3-7)

'

22 A log intended to entertain

(0
23 Sound, like the taking indi-

vidual (8)

24 Making a note in the inves-

tigation of certain people (6)

25 Ride a bit perhaps, occa-

sioning much criticism (8)

26 Vital parts obtainable from
Glamorganshire only

27 Totally in the dark? (3,5)

DOWN
Advise on trendy fashion (6)

Simply lie - say fault devel-
oped (6)

Border checks (6)

The main issue well pres-

ented at a suitable time (10)

6 Trifle could become dear in
the latter part of the year

7 Stuff about English stan-
dard set at intervals (8)

8 Endeavour to contain a nui-
sance - that's material (8)

13 Good man left without
revised list and coming to a
halt (10)

15 Noted speech (8)

16 Pole in need - not fully

employed (S)

17 Fruit and vegetable might
appear about right (8)

19 Silent characters maybe
take notice (6)

20 A sailing man administer-

ing a sharp rebuke (6)

21 Quite new note and coin (6)
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CURRENCIES, MONEY AWP CAPITAL MARKETS

FOREIGN EXCHANGES

Dollar strengthens

FINANCIAL FUTURES AND OPTIONS

MOUNTING speculation about

further cuts in European inter-

est rates strengthened the dol-

lar yesterday, in spite of a fig-

ures showing a slight fall in US
factory orders, writes Gillian

Tett

After trading around a nar-

row hand at the DAfI,$9 in the

morning, the dollar broke

through the DM1.70 level in

the afternoon, dosing at

DM1.7045, nearly a % pfennig

up on the previous day's close.

The dollar also gained

against the French franc and

sterling, closing at FFr5,7450

and $1.4835.

The dollar's rise was partly

prompted by the release of

data showing that unemploy-
ment in France rose by 29,000

or 0.9 per cent in May.

Coupled with a spate of

gloomy economic indicators

from Spain, showing a 7.6 per

cent drop in industrial produc-

tion in April and Ll per cent

fall In GDP during the first

quarter of the year, the figures

strengthened market expecta-

tions of a new round of interest

rate cuts - speculation that

grew after US President Bill

Clinton called on the Bundes-

bank to reduce its interest

rates at Its council meeting
today.

On the back of the uncer-

tainty about German rate cuts,

sterling surged to its highest

point against the D-Mark since

its devaluation last autumn.

During heavy trading it

peaked around DM2-555 dining

the afternoon, before finally

falling back to close at

DM2.545, unchanged on the

previous day.

Although this leaves sterling

around I’A pfennigs up an the

beginning of the month, the

market yesterday remained
dubious that sterling would be

able to rise further and break

though the DM2.60 barrier.

Mr Steve Hannah, chief econ-

omist at EBJ International in

London believes that the bull-

ish tone that accompanied ster-

ling’s rapid rise at the begin-

ning of the week is gradually

receding, as the market begins

to recognise the uneven pace of

the UK recovery.

"AD this seems a bit prema-
ture. The sentiment is right

but the market seems to be

reacting too test," said Mr Han-

nah, who predicts that if ster-

ling does rise to the DM2.60

level, the pressure from British

exporters will be for further

UK rate cuts.

Nevertheless, as Mr Brian

Martin, senior economist at

Citibank points out, sterling is

expected to continue to make
modest gains for some time.

“Over time the Short terja

interest rate gap will move in

England's favour and that wiQ
help underpin sterling," Mr
Martin said.

Meanwhile the yen contin-

ued to rally against the dollar,

in spite of rumours in Tokyo

that the Bank of Japan was
preparing for a rate cut next

week. After strengthening in

the European markets to

Y10M per dollar from a previ-

ous day's close of 7107.0 it

opened in New York at Y10&20,
close to the post war low of

Y10450.
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THE BUNDESBANK made a
token gesture towards interest

rate reductions when it shaved
0.01 per cent off its minimum
security repurchase agree-
ments, taking it down from
7.59 to 7.58 per cent, writes Gil-

lian Tett

But the small scale of the
reduction left the markets
deeply uncertain about the
likelihood of further interest
rate cuts at today’s meeting of
the central bank’s policy-mak-
ing council
The deep recession in Ger-

many, coupled with recent gov-
ernment spending cuts, left

some traders hoping that the
Bundesbank might be prodded
into further action today, par-
ticularly in light of President
Clinton's call for a cut in Ger-
man rates yesterday.

However, concern about Ger-
man inflation left the majority
sceptical that the Bundesbank
would relax its policy.

UK dealing bank base lending rate

6 per cent

from January 26, 1993

“Everybody knows that
interest rates have got to come
down within the next month.
But we would be surprised to
see any real cut in the
Lombard or discount rate this

week.” commented one dealer.
On the back of this

speculation, the trading in
D-Mark futures remained stuck

within a very narrow band.
After a day of heavy dealing,

the September contract closed

at 93L24, up 2 basis points on
the day. At this level dealers

are pricing three month money
at 6.76 per cent

Trading in sterling futures in

London markets was also
lively. Speculation that
sterling's growing strength
against the D-Mark might
increase the pressure for an
interest rate cut later this year
helped to push sterling futures
slightly higher across the
board.

The September contract
closed at 94.23, eight basis
points up on the day. The
December contract rose five

basis points, dosing at 94J38.

Conditions in the London
money markets were "typical

of the end of the month 1
*,

according to one dealer, with
most movements dominated by
technical factors.

Temporarily tight money
conditions pushed the
overnight rate towards 8 per
cent during the morning.
However, by the gnri of the day
overnight rates had fallen back
to 6Vi per cent, with little

change on three month rates.
After forecasting a shortage of
£1.75bn. the Bank of England
successfully removed most of

this in a round of late

assistance.

Ilia Mag »M are the arittmwtfc moans ranted mti nqaraw onq stdwwOi, at M Md and
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Johannesburg Consolidated

Investment Company, Limited

(Incorporated hi the Republic ofSouth Africa)'

Regiaradon Number 01/00429/06

Gold mitring companies' dMdenda

r.V,mwHjM UwLU

With reference to the dividend notice dated 30th Jane 1993 the Goal cttvUoai So. 43
for Western Anas Gold Mining Company limited mould be 23 ends per share and
not 3S coats aa shown.

Ail other details la ntpea or tbit dividend on os previously advised. We regret say
incMvenkace caused.

30* June 1993
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AMERICA

Dow flat as

equities await

NAPM data
Wall Street

US share prices were little

changed yesterday as the

financial markets prepared for

tomorrow's all-important

employment figures, writes

Patrick Harverson in New
York.

At 1pm, the Dow Jones
Industrial Average was down
1.39 at 3,517.46. The more
broadly based Stan-
dard & Poor's 500 was 0.10

lower at 450.57, while the Amex
composite was up 0.58 at

434.10, and the Nasdaq compos-
ite up 3.29 at 704.46. Trading
volume ou the NYSE was 150m
shares by 1pm.
After Tuesday's string of bad

economic reports, Investors

and dealers were reluctant yes-

terday to push prices higher.

The day’s economic news - a
slight rise in the Chicago pur-

chasing managers' index of
local economic activity and a
1.4 per emit decline in May fac-

tory orders - was mixed, and
had little impact upon a mar-
ket which remains deeply con-
cerned about the erratic prog-

ress of the economy.
Many participants chose to

stay on the sidelines, awaiting

today’s National Association of
Purchasing Management's
index, which should give a
reading of nationwide business

activity, and, more impor-
tantly, tomorrow's June
employment report. Analysts
are expecting the report to

show a rise of between 100,000

and 150,000 in non-farm pay-
rolls, which would be consist-

ent with a below-par economic
recovery.

American Express finned $%
to $31% as investors seemed to

Welcome mflnngpmftnt nhangpg

instigated by the travel and
financial services group's
recently appointed chief execu-

tive, Mr Harvey Golub. Ana-
lysts said that the changes
reinforced Mr Golub’s hold on
the company.
Quantum Chemical soared

$6% to $19% on news that the

UK group, Hanson, is to buy
fiie company for $3.2bn in a

stock swap involving Hanson’s

American Depositary Shares.

Tbs news boosted the price of

Hanson’s ADS by $% to $17% in

volume of 2m shares.

Gillette rose $% to $54% after

it launched a new version of its

hugely successful “Sensor”
razor.

Tehnex, the big Mexican tele-

communications group,
dropped $% to $47% on fears

that the North American Free
Trade Agreement between the

US, Canada and Mexico may
have been dealt a serious blow
by the ruling of a US district

judge that Nafta violates the

National Environment Policy

Act
Enron fell $2% to $66% after

the company agreed to contrib-

ute $25Qm over three years to a
joint energy investment ven-

ture with the big Californian

public pension fund, Calpers.

CompUSA fefi $3% to $29%
following a warning from the
technology retailer that fourth-

quarter net income would
come in at the low end of mar-
ket expectations.

Canada

TORONTO remained weak at
midday as investors took prof-

its in the wake of last week’s
rally. The TSE-300 index was
12.49 lower at 3J&0.74 by mid-
session in turnover of 39.6m
shares valued at C$437.Sm.
Northern Telecom remained

a key feature, losing a further

C$1 to C$34 in volume of 1.75m
shares, after announcing a
number of executive changes.

The stock has fallen a total of

C$13% in three trading days.

SOUTH AFRICA
GOLD shares made steady
gains but lacked the major
buying support seen recently

as investors waited for bullion

to break the $380 an ounce
barrier. The gold index rose 34
to 1,910, industrials 4 to 4,696

and file overall 24 to 4,078.

EUROPE

Frankfurt gives
THERE was much discussion,

and not a little optimism about

German interest rate pros-

pects, although Frankfurt Itself

was not obviously bullish,

writes Our Markets Staff.

FRANKFURT squared Its

positions at the end of the sec-

ond quarter and ahead of

today’s Bundesbank meeting.

The DAX index fell 10.70 to

1,697.63. cyclicais leading the

way down, as turnover fell

from DM7bn to DM6.6tm.

Yesterday's trend was tech-

nical, and a note from Merck

Finck in Dflsseldorf bore this

out The second quarter's indi-

vidual leaders were all cycli-

cal, Volkswagen conning top

again with three and six-month
of 188, and 49.7 per cent

respectively. The losers were
all banks, Bayenxverein, Bayer-

nhypo and Dresdner shedding

78, 63 and 58 per cent
Volkswagen managed its

gains in spite of a DM7.70 fell

to DM36280 after its Audi sub-

sidiary announced a first-half

loss and a 29 per cent dedme
in sales. MAN and Daimler fol-

lowed suit in the automotive
sector with fells of DM5 to

DM281.80. and DM780 to

DM613.80. The banking sector

was only slightly lower on the

day.

PARIS eased slightly on the

expiry of options and futures,

the CAC4D index losing 5.63 to

1,971.87, as turnover rose to

FFrtbn.
Kleinwort Benson, in Its lat-

est monthly research paper on
France, forecast that fresh

interest rate cuts will both sus-

tain and then buoy up the

equity market “Lower rates

might add three points to the

market's p/e ratio,” it said;

company prefits are more resfi-

ieat than they may appear; and
a change in the structure of

domestic savings will release

funds into the market”.
St Gobain, a cyclical used as

an economic indicator, eased

FFr5 to FFr508 as James Capel
sharply downgraded its profit

forecasts for 1993 and 1994.

Eridania Beghin-Say, a com-
ponent of the Italian debt-laded

Ferruzzi group, denied com-
ment that it might be sold, but

the shares nevertheless gained

FFr60 or 88 per cent to FFr779.

AMSTERDAM saw strength

in Philips, which closed 90
cents higher at a 12-month

up ground on position-squaring
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j
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high of FI 30.10. Investors were

encouraged by news that the

group expected a Fli.lbn

extraordinary gain from the

sale of its stake in Matsushita
Electronics.

The CBS Tendency index fin-

ished 08 ahead at 1128.

ZURICH ended slightly

firmer as dealers speculated
about the outcome of today’s

Bundesbank meeting.

The discussion seemed to

ignore a television interview

by Mr Markus Lusser, presi-

dent of the Swiss National
Bank, which included the

statement that high Swiss
money supply growth limits

the immediate latitude for

another interest rate cat In

the banking sector, bearers in

UBS, SFr5 higher at an all-time

high of SFrl.100, topped the
flpKva ll«f

MILAN was buSetted by
some disappointing news from
Rat at its annual meeting, con-

tinued nervousness over the
outcome of talks on reaching a

wage accord, and the possibil-

ity of delay in the passage of

the crucial electoral reform bill

through parliament
The Comit index edged 0.74

higher at 536.15. Mr Michele-
Pacitti, an Italian analyst at
NatWest Securities in London,
ramynpnfod tM» the likelihood

of elections fids aufornn had
been receding because of oppo-
sition to certain aspects of the

reform bH However, after the

close of trading yesterday the

bill was finally approved by

the chamber of deputies. .

Support for the market again

came from the telecommunica-

tions sector with an indication

that the government aims to

accelerate its reorganisation.

Stet rose L140 to L3£90 and
Sip, likely to be merged with

Italcable, gained U7 to L2£80.

The market bad already dis-

counted most of file Flat data

revealed at the annual meet-

ing; concentrating instead, on
Mr Giovanni Agnelli’s state-

ment that losses would be off-

set by sales of “non-strategic

assets”. Most analysts believe

this to refer to Rinascente,

Toro and Cogefar. Fiat shares,

which had advanced LI58 to

L6.490 at the fix, slipped back

to L6.350 on the kerb.

MADRID was convinced that

the Bundesbank would cut

rates said one trader, as the

general index closed 1.80

higher at 25984. Banks were
the most obvious beneficiaries

with Argentaria up Ptall5 to

Pta4.725, and Santander Ptal40

better at Pta5800.
BRUSSELS saw the Bel-20

index close at an all-time high,

10.48 higher at L27883, pushed
up by hopes of a German rate

cut and a climb in Petrofina

after the OS company's shares

breached resistance - at
BFrSjJQO.

Petrofina jumped by BFr340,

or 38 per emit to BFr9,200, up
by more than 8 per emit since

last Friday. One trader linked

the gains to a plan for the
upgrading of the Ekhfisk North
Sea field, due to be unveiled

today.

VIENNA drifted lower late in

the day, the ATX index falling

&29 to 851.7 with dips in two
recently strong stocks, OMV
and Creditanstalt preferred.

OMV fell Schl&'to Sch7U
after the nationalised indus-
tries' minister, Mr Viktor
Klima, said that he would want
the government to .retain a
veto on key decisions even
after the company Is folly pri-

vatised. Creditanstalt preferred

lost Schl4 to Sch596- .

ISTANBUL’S market' index
fell 3308, or 28 per cent to

10,778.6 on heavy selling- anrid

reports of political rews.over a
confidence vote for fife, new
cabinet

ASIA PACIFIC

Australian golds ebullient as Japan remains subdued
Tokyo

SHARE prices moved within a
narrow range on continued
fears the bribery «anH«i

which shook the market on
Tuesday could spread further,

writes Emika Terazono in
Tokyo.

The Nikkei average finally

rose marginally on investment
trust support, closing 45.58

higher at 19,590.00 after a low
of 19,433.99 and a high of
19,62681. Trading was domi-
nated by arbitrage-related sell-

ing, and buying by investment
trusts and some overseas
Investors.

Volume remained subdued at

230m shares against ffihn- Los-

ers led gainers by 994 to 395,

with 166 issues remaining
unchanged.
The Topix fade* of all first

section stocks lost 1.01 to

188085 and, in London, the

ISF/Nikkei 50 index rose 281 to

1,195.10.

Most investors remained cm
the sidelines after Tuesday's
1.7 per cent fall, which fol-

lowed the arrests of general
contractor executives and Mr
Torn lahii, mayor of Sendai in
.northern Japan, on
of bribery. Officials at Hazama,
Shimizu, Nishimatsu Construc-

tion and Mitsui Construction

were charged with giving a
combined YlOOm in bribes to

Mr IshiL

Shares of construction com-
panies were sold heavily in the

morning, but the sector ended
Tntmd on buying by overseas
investors and Investment
trusts. Nishimatsu fell Y20 to

Y990 and Mitsui lost Y3 to

Y502, but Shimizu ended up Y6
to Y826.

Rohm, a leading maker of
integrated circuits, drew heavy
buy orders at the start of the

session on reports that the

company had won a patent on
Hash memory chips, a next
generation technology, in the

US. The Tokyo Stock Exchange
suspended trading to allow
investors to confirm the news.
Large capital issues were

slack on arbitrage selling. Nip-

pon Steel, the most active issue

of the day, fell Y3 to Y366,
while Mitsubishi Heavy lost

Y20 to Y710.

Brokers also lost ground on
fears of lower profits due to the
recent fall in market turnover.

Nomura Securities fell YS0 to

Yl.950 and Daiwa Securities

lost Y20 to YL250.
Game makers were in favour

among traders. Sega Enter-
prises gained Y240 to Y10,000,

recovering the level for the
first time since April, and Nin-
tendo advanced. Y100 to Y9.600.

Eonami, which also supplies
liquid crystal displays for pach-
inko games, Japanese pinball

machines, rose Y220 to a new

year's high of Y5.320 on a rise

in shtpmente
- In Osaka, the OSE average
fen 11389 to 21J58QJ39 in vol-

ume of 13.1m shares.

Roundup

EBULLIENCE in Australian
golds conflicted with muted
sentiment in Hong Kong and
Singapore. Pakistan was closed

at the start of a four-day holi-

day.
AUSTRALIA dosed its finan-

cial year with another lift from
gold stocks. Bullion traded at

around US$380 an ounce in
Sydney with brokers predicting

that it would test the US$400
level in fixe short term, and the
gold share index rose 548 to

L92S8.
Most blue chips were also

higher. led by strength in
National Australia Bank as
book-balancing dominated
trade. The All Ordinaries index

rose 19.6 to 1,738.1, while turn-
over rose from A$392m to

A$407tn.

Among gold stocks, Kidston
rose 28 cents to A$2.40 and
Placer 15 cents to A$3.10.
National Australia Rank rose
10 cents to A9988 and Western
Mining 16 cents to A$580
NEW ZEALAND edged up to

a new 1993 high, thanks mostly
to a four-cent gain in Fletcher

Challenge to NZ$2.79. The
NZSE-40 index rose 1.32 to

1,680.66 in healthy turnover of
NZ$4(to with Fletcher Chal-
lenge attracting some
NZ$lL15m. Brokers said that

they expected little tradeable

news out of the budget, due
tonight. .

SEOUL saw institutional

intervention in financial
shares as the composite inrtor

rose 3.18 to 74887 in turnover
up from Won451.3bn to
Won5368bn.
The financial sub-index

added 884 to 102085 and Kepco
gained WonSQO to Wonl7,600.

MANILA closed higher for

the third straight day, fuelled

by a technical rally ami efforts

by companies to improve their

second quarter performance
reports. The composite index

ended another &63 higher at

1877.41.

JAKARTA dosed, firmer in

active trade, the JKSE index
rising 181 to 36085. PT Pan
Brothers Tex, a sudor textile

and garment producer,' recov-

ered Rp25 to Rp2,725 after fell-

ing Rpl50 on Tuesday. The
'company said that rumours
that it had serious bad debts,

and that an insurance claim

had foiled were untrue.'

TAIWAN dropped . 18 per

cent and breached the 4,000

support level, the weighted
index closing 72.32. lower at

3.995.51. Turnover shrank from
Tuesday's T$16.7bn to T$l2.4bn

ahead of today’s holiday.

Petrobras climb drives Brazilian equities

By John Pitt
EMERQMQ MARKETS; VC WEEKLY WYESTABUE INDICES

A mong the world's
emerging markets last

week, Brazil and Mal-
aysia featured with a respec-

tive gain and loss in US dollar

terms, according to data sup-
plied by the IFC.

Brazil remains one of the
year’s strongest performers, a
fact mirrored by the Bovespa
index which has shown a year-

on-year rise of some 70 per
cent
Mr Eduardo Faria of Latin

American Securities in London
notes that investors have
recently been taking positions

on possible privatisation
issues; while Petrobras, the oil

group, has been particularly
strong on rumours of price
increases.

One of the market's most
heavily traded companies,
Petrobras has shown a year-
on-year rise of some 174 per
cent in US dollar terms, with a
substantial percentage of that
happening over the last
month.
Mr Faria believes that the

market Is now doe for a period

No. of

Dolar (arms

•Mi 25 % Change % Change
Local currency terms

Jun 25 % Change % Change
Market stoala 1903 ovw Rook on Dec "92 1993 over weak on DSC *92

Latfei America
Aigertfna HP) 619.04 +02 +07 379,869.11 +05 +09
Brazil (44) 19070 +3.7 +545 13510264.7 +105 +5600
Chile (20) 40115 +05 -34 05002 +06 +25
Cotombte1

(8) 383.77 -15 -9.7 53152 -1.3 -12.6
Modco (59) 629.51 •02 -09 84453 -04 -7.0

Venezuela2 W 58196 +1.1 +106 1,18075 +1.7 +275
East Asia
South Korea2 C130) 103.08 -12 +00 10074 -1.1 +6.9
PWflpplnea (ID 14008 -1.6 +109 19156 -1.1 +184
Taiwan, Chtna1

(76) 89.05 +05 +207 87.39 +1.0 +255
South Asia

Indfe* (81) 7068 -05 -21.4 81.67 -05 -145
Indonesia* 01) 80.71 +0.2 +375 9146 +05 +39.1
Malaysia 01) 19553 -4.9 +19.4 18028 -44 +100
Pakistan7

(8) 21010 +35 +00 26448 +34 +111
Thailand (52) 24037 ao +3.9 247.60 +0.7 +02
Eura/Md East
Greece (17) 209.63 -05 +75 32056 +15 +15.7
Jordan (5) 16046 -0.1 +39.1 23254 +1.1 +405
Portugal (16) 89.39 *02 +15.9 99.60 +1.7 +27.8
Turkey* (31) 153-27 +3.0 +1292 709.88 +4.5 *187.1
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of consolidation, with a down-
side forecast of between 10-20

per cent.

“It will be healthy for the
market to take a breather,” he
says. “The question is whether
foreign investors win see this

ftomAepnriotata** Baaadauc dm IBes-loo

a ISSCtpJMar 1 799) Aug 4 JOBS

as an opportunity to come into
Brazil.

”

Malaysia fell back last week
on technical trading on mar-
gin calls In second line stocks.

However, says Mr David Bates
of Asia Equity, the underlying

bine drip market held up wen.
The release of good economic
data yesterday, showing a foil

in inflation, should lift senti-

ment in the medium term, giv-

ing the government scope to
reduce interest rates, he says.
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So the answer is

no, no. no." 1

Having the capital to back a big idea is only half the secret.

Having the vision to spot one is the other half.

(ICIN'
Yeah, yeah.

\hn
yeah.

CINVen Ltd is a tnembef erf iMftO


